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A Few Important New Purchasers 
of the 


New Key-Button F « E Lightning Check Writer 


Bank of Detroit, Detroit, Mich. 

Bankers Securities Corporation, 
Philadelphia, Pa. 

Central Trust Company, Chicago, Ill. 

Chase National Bank, New York, N. Y. 


Commercial National Bank, 
Kansas City, Mo. 


Equitable Trust Company, Wilmington, Del. 


Exchange National Bank, Tulsa, Okla. 
Exchange State Bank, Kansas City, Kans. 
Farmers State Bank, Wichita, Kans. 
Federal Reserve Bank, Denver, Col. 
Federal Reserve Bank, Kansas City, Mo. 


Federal Reserve Bank, Oklahoma City, Okla. 


Federal Reserve Bank, Philadelphia, Pa. 


Guaranty Trust Company, New York and 
Montreal 


First National Bank, Chicago, III. 


Foreman National Bank, Chicago, IIl. 
Laclede Trust Company, St. Louis, Mo. 
Liberty National Bank, Kansas City, Mo. 
Manayunk Quaker City National Bank, 
Philadelphia, Pa. 
National Bank of Commerce, 
Providence, R. I. 
National Bank of West Virginia, 
Wheeling, W. Va. 
New England National Bank & Trust Com- 
pany, Kansas City, Mo. 
Old Dearborn State Bank, Chicago, Ill. 
Providence National Bank, Providence, R. I. 
St. Louis National Bank, St. Louis, Mo. 
State Street Trust Company, Boston, Mass. 
Union National Bank, Pittsburgh, Pa. 


United States Trust Company, Boston, 
Mass. 


Although we have but recently swung into large-scale production on our latest 

new model, the Key-Button F & E Lightning Check Writer, the roster of satisfied 

users is already comprehensive and noteworthy. Above we list a few leading bank 

customers to indicate the calibre of users of our newest and best development in 
check protection. 
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THE HEDMAN MANUFACTURING COMPANY 
1158 Center Street 
CHICAGO 


N 


November, 1928 


AMERICAN BANKERS ASSOCIATION JOURNAL 


Paying the Creditor Without Mercy 


-—[(THE JOURNAL COVER ILLUSTRATION ; FROM A PAINTING BY WALTER DE MARIS]——« 


the creditor who appears on the 

due date and extinguishes the 
debt isa welcome sight. This month’s 
cover illustration features a paying 
debtor who was not welcome. 

The picture deals with a period 
(and there have been many such) 
when the debtor was 
only too glad to pay, 
and the creditor was 
reluctant to accept 
because, payment be- 
ing made in a depre- 
ciated currency, the 
creditor received not 
his due but a quantity 
of legal tender cur- 
rency with a purchas- 
ing power far below 
the original value of 
the loan. One period 
of this kind in Amer- 
ica was during the 
time of Revolution 
and of it John Adams, 
toward the close of the year 1777, 
wrote as follows: 

“The rapid. translation of prop- 
erty from hand to hand, the robbing 
of Peter to pay Paul, alarms and 
distresses me beyond measure. The 
man who lent another a hundred 
pounds in gold four years ago, and 
is now paid in paper, can not pur- 
chase with it one-quarter part in 
pork, beef or land of what he could 
when he lent the gold. This is fact 
and facts are stubborn things in op- 


I: the ordinary course of events 


position to speculation,” he said. 

“It torments me to see injustice 
both to the public and to the individ- 
uals so frequent. Every man’s lib- 
erty and life are equally dear to him; 
every man therefore ought to be 
taxed equally for the defense of his 
life and liberty. That is the poll tax 


should be equal. 
Every man’s property 
is equally dear to 
himself and to the 
public; every man’s 
property ought to be 
taxed for the defense 
of the public in pro- 
portion to the quan- 
tity of it. 

“But instead of this 
every man who had 
money due to him at 
the commencenient of 
this war, has already 
been taxed three- 
fourths part of that 

money, besides his tax 
on his poll and estate in proportion 
to other people. And every man who 
owed money at the beginning of the 
war, has put three-fourths part of it 
in his pocket as clear gain.” 


HE cover picture is the artist’s 

conception of a scene in a Colo- 
nial Inn when a debtor has tracked 
down his creditor, and with an 
officer of the law attending as a wit- 
ness to the transaction, pays off the 
creditor without mercy. 
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Bank 
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| ORE than 90% should have Volume X X—now ready 

of all banks in New York City, 

Philadelphia and Pittsburgh | 

are equipped with HOLMES Volume XX of the Ameri- 

ELECTRIC PROTECTION— can Bankers Association 

the standard for seventy years Journal includes the issues 

: of July, 1927 to June, 1928. 

Bound in book cover and 
lettered in gold it is now 
ready for distribution at $5 
per copy, postpaid. 


These bound volumes are 
cross indexed and easy to 
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TRUST & SAVINGS BANK records for the library of 
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Status of the Last Depositors 
Bank Guaranty Law 


By DAN V. STEPHENS 


President, Fremont State Bank, Fremont, Nebraska 


Nebraska Bankers Plan to Challenge Guaranty Law in Courts. 
Upward of Thirteen Million Dollars Is Debt Still Due from 


Experiment in Protecting Depositors. 


Physically Impossible 


for Banks to Pay and Maintain Solvency Is Belief Expressed. 


HE Nebraska Bank Deposits 

Guaranty Law is at the present 

writing, October 26, involved 

in the political campaign for the 
election of a governor on November 6. 
While the contest is not being waged 
principally upon the question of the 
guaranty law, it is involved in the con- 
troversy and is a subject of debate by 
the two contestants for the governor- 
ship. Both contestants claim they are 
for strengthening the guaranty law so 
as to make it workable. This admission, 
that there is something wrong with the 
guaranty law has been forced upon the 
people by the inability of the guarantee 
fund to pay depositors in banks that are 
now being liquidated. 

There are approximately 123 banks in 
the hands of the Guarantee Fund Com- 
mission for liquidation, and their total 
liabilities will aggregate about $27,000,- 
000. If the assets of these failed banks 
can be sold for 50 per cent of the total 
liability there will be an approximate 
loss of $13,500,000 to be charged against 
the guarantee fund, and there is no 
money in that fund at the present time 
with which to pay this debt. All assess- 
ments have been made and collected that 
can be made under the law and paid 
on the debt that has previously accrued. 

The record of the guarantee fund 
to date shows that the bankers of Ne- 
braska have paid to depositors in failed 
banks from the beginning of the opera- 
tion of the act an aggregate net sum of 


The Last Stand 


[a theory of guaran- 
teed bank deposits 1s 
making its last stand in 
Nebraska after a trial of 
seventeen years, during 
which time, according to 
Mr. Stephens, banking 
opinion in the state has 
changed from ardent par- 
tisanship of the law to de- 
termined opposition. As a 
result he tells us it has 
been decided to ignore po- 
litical factors and to throw 
the whole matter into the 
courts for a final test of 
its constitutionality. 
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more than $15,000,000 and they still 
owe an approximate net sum of $13,500,- 
000. 
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Last spring the amount of the total 
liabilities the banks would have to meet 
was estimated by both the Bank Com- 
missioner and the Secretary of the Guar- 
antee Fund Commission at about $6,- 
000,000. This estimate was only about 
one-third of what the actual loss will 
probably be. Up to the time that this 
estimate was made last spring the state 
bankers of Nebraska were practically of 
one mind in their support of the law. 
They had no other idea at that time 
than the payment of the debt because it 
then seemed to be within their ability 
to pay, but, when this delusion under 
which they were working was removed 
by the cold-blooded facts disclosed by 
the Guarantee Fund Commission re- 
cently, they have changed front on the 
subject so far as their hope of paying 
the debt is concerned. They are now 
almost unanimously of the opinion that 
it is physically impossible for the state 
banks of Nebraska to pay this debt and 
maintain their solvency at the same 
time. 

In view of this almost unanimous be- 
lief practically all of the larger banks 
have expressed their determination to 
contest the right of the state to collect 
this confiscatory debt from them. It is 
their purpose, therefore, to throw the 
entire matter into the courts in order 
that they may have an immediate deci- 
sion on the subject. The contest will be 
waged upon Section 8028 of the Com- 
piled Statutes of Nebraska, which pro- 
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vides for a levy against the capital stock 
of the bank corporations. Eminent le- 
gal counsel advise that this assessment 
is illegal against the bank under this sec- 
tion and unconstitutional against the 
shareholder who is the owner of the 
capital stock. 


Law Contested When 
Enacted 


_—— history of the act perhaps 
will make the situation clearer to 
the reader. The law was enacted in 
1909 and was promptly contested by the 
banks and carried through to the Su- 
preme Court of the United States on the 
ground that the act was unconstitutional. 
After two years of litigation the courts 
declared that the act was constitutional 
and that the state under its police 
powers had authority to regulate a cor- 
poration by taxing it for the payment of 
depositors. The question, therefore, so 
far as that phase of the subject is con- 
cerned, has already been settled, but the 
court did not pass upon the question as 
to who should pay the assessment: the 
bank corporation, itself, or the share- 
holder. 

The author of the Guarantee Fund 
Act no doubt copied our statute, which 
authorizes the personal property tax 
levy and provides that the tax shall be 
assessed aguinst the shareholder in the 
bank. It has been recognized by the 
courts that the tax must be levied 
against the shareholder because he is 
the owner of the bank and any tax 
levied against the bank corporation 
would naturally have to be paid by the 
shareholder or voluntarily paid by the 
corporation for the shareholder. The 
author of the Guarantee Fund Act un- 
doubtedly had this idea in mind when 
he wrote Section 8028. 

Section 8026 provides for a regular 
levy of one-twentieth of 1 per cent on 
the average daily deposits to be made 
on the first day of July and January of 
each year against the bank corporation 
itself, and it was undoubtedly upon the 
provision of this section that the Su- 
preme Court held that the state had the 
right to make the levy under its police 
powers, and the author of the act un- 
doubtedly assumed that this sum would 
be ordinarily adequate for the payment 
of losses. 


Basis of Present Contest 


on, however, under Section 
8028, the author of the act must have 
anticipated an extraordinary occasion 
when a heavier assessment would have 
to be made and this special assessment 
was made against the capital stock of 
the corporations in the manner that per- 
sonal taxes are assessed, and it is upon 
this special provision that the banks are 
now contesting the legality of the act. 
They hold that 


The assessment of one-half of 1 per cent 
against the shareholder cannot be Solestnd 
from the corporation and that it cannot be 
collected from the shareholder for the reason 
that the shareholder’s interests cannot be 
assessed for the benefit of a depositor in any 
other bank than his own as it would be 
unconstitutional as to the shareholder. 


Thus the case will be made up and a 
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contest waged along these lines as well reckless mismanagement against the gol- 


as along any other lines that counsel 
may develop. 


Moral Responsibility 


HE bankers of Nebraska would 

never contest the case if they had a 
moral responsibility for the debt but 
they have no such moral responsibility. 
They fought the enactment of this legis- 
lation from the very beginning. There 
were a few bankers, no doubt, who sup- 
ported it, but the bankers, as a class, 
fought it to the last ditch in the Su- 
preme Court of the United States and 
they acquiesced only as law-abiding citi- 
zens in the payment of the tax. 

During the first years of the operation 
of the law there was widspread pros- 
perity through the country, and as a 
result -of that prosperity banks multi- 
plied, thus increasing the burden that 
must ultimately fall upon the guarantee 
fund when the period of deflation came 
upon us. In other words, when the law 
was enacted we had approximately 600 
banks, and whefdeflation struck us we 
had almost a thousand operating under 
the guaranty law, yet there was scarcely 
any increase in the population. Many 
banks literally starved to death. 

The people enacted the law against 
the advice and protest of the bankers. 
Through their Bank Commissioner they 
granted charters right and left, where- 
ever they were asked for, without the 
consent of the bankers who had to guar- 
antee them. Many of these banks that 
were chartered were purely speculative 
concerns, charters being given to anyone 
who could qualify by subscribing the 
capital stock. Many times this capital 
stock turned up in the banks in the form 
of notes of the subscribers and have 
never been paid until this day and are 
now in the hands of the Guarantee Fund 
Commission as worthless assets. This 
condition is chargeable directly to the 
political character of the Banking De- 
partment against which the bankers 
have protested before every Legislature 
as they sought to take the Banking De- 
partment out of politics in order that 
conditions of this character might be 
made impossible. Bankers lived always 
in hope that they would be able to make 
the Guarantee Fund Act a mutual insur- 
ance organization conducted on sound 
business principles guaranteeing to the 
banks and to the depositors the safety to 
which they were entitled. But, at each 
succeeding Legislature, they were de- 
feated by the politicians because it was 
always popular to attack the banks and 
unpopular to support them. 

The solvent, careful bankers of the 
state were compelled to bear the blame 
for those who were operating in an 
illegal and speculative manner. The 
banks had nothing to do whatever with 
the chartering of the excessive number 
of banks and, to make matters. sstill 
worse, they had nothing to do with the 
supervision. The people guarded their 
rights to control absolutely their own 
banking institutions and to supervise 
them in their own way. They also re- 
served the right to levy the cost of this 


vent bankers of the state who had noth- 
ing to do with it. The moral responsi- 
bility rests with the people whose lead- 
ers misled them. 

So today the bankers of Nebraska 
have at last reached the stone wall of 
debt which is insurmountable and they 
have turned their backs to it and are 
facing the politicians that have barked 
at their heels for the last seventeen 
years and with whom they could not 
cope. They are compelled to fight now, 

They sense no responsibility whatever 
for the conditions that exist and they 
are telling the demagogues that they 
have misled and defrauded the people 
long enough. Their hope now is that 
the people will listen to them for a time 
until the snarl is unravelled and the 
banking business is put on a sound and 
practical basis. 

The sound bankers point with pride 
to the fact that they have loyally sup- 
ported the law as long as there was any 
hope of saving it. They have fought the 
enemies of the guaranty law every- 
where when they have pointed a finger 
of suspicion at it. They did this con- 
scientiously and whole-heartedly be- 
cause they felt that the insurance com- 
pany to which they were paying heavy 
premiums was being attacked and our 
benefits destroyed. Their hope was to 
not only make the insurance company 
absolutely gilt-edged, but also to make 
it worth what it was costing them, but 
now the end has come. They have done 
their duty in every particular as they 
saw it and it is their purpose to settle 
the account one way or another. They 
are going to see whether the law is con- 
stitutional at the end of seventeen years 
when the picture that will go before the 
court will be vastly different from the 
picture that went before it seventeen 
years ago. 


A Different Picture this Time 


HE case went before the court then 

in the heydey of our expansion, specu- 
lation and prosperity, when measures of 
this type were believed to be a cure for 
our ills all over the great central west. 
But today the picture will show that 
every state, that tried the guaranty 
law, has proven it a failure, even in- 
cluding Nebraska, that has hung out 
until the very last. It will be a picture 
of debt piled up against the honest, 
solvent bankers of Nebraska so great 
that to pay it would mean the confisca- 
tion of their property the second and 
third time, because the bankers of Ne- 
braska have already paid a sum equal 
to their capital stock, on an average, in 
assessments for the benefit of defaulters 
and incompetents and no court, it seems 
to us, will hold that the entire capital 
of the state banks of Nebraska can be 
confiscated in such a ruthless and un- 
just manner the second time. We have 
absolute faith in winning out in the 
end just as the banks have in all the 
other guaranty states where the experi- 
ment failed to protect the depositors. 
It was a fraud upon the people as can 


(Continued on page 499) 
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New Standards of Bank 
Management 


By CRAIG B. HAZLEWOOD 


President of the American Bankers Association and Vice-President 


of the Union Trust Company, Chicago 


Secret of Future Banking Success Lies in Sound Management. 
Business Passing Out of Pioneer Period. Day of Statistical Tech- 
Investment Policies Must Be Framed from 
Facts Not Guess-Work. Bank Officers of Proved Ability Asked. 


nique Dawning. 


HE pioneer spirit has ruled in 

these United States. We have 

garnered success like wild rice 

out of the bounty of Nature. 
Once the first pioneer dangers were 
overcome, the richness of the country 
has been such that only the indolent, the 
stupid and the criminal could fail. And 
after each success, we have expressed 
satisfaction over our good management, 
when in reality most of our successes 
should have been accredited to Divine 
Providence and good fortune. 

In the banking business as well, we 
have too frequently succeeded out of the 
richness of our environment, and then 
have congratulated ourselves upon our 
“good management.” I am no doubt 
perfectly safe in assuming that we are 
all running good banks. If we are not, 
we should be either out of a job or back 
home trying to keep up our fences. But 
if we are passing out of this pioneer 
period and as I believe, coming into an 
epoch of intensive competition and of 
expert management, then, perhaps we 
have plenty of food for thought today. 

But whether or not we feel the neces- 
sity of improving the manner in which 
we operate our own banks, it is certain 
that we are all selfishly interested in 
how our neighbors run their banks. Each 
year it becomes more important for the 
good banker that there shall be no 
danger of bank failure in his commun- 
ity, no unscientific and unprofitable com- 
petition to meet, no cloud of public sus- 
picion and ill will against which his best 
efforts to build up good will must buffet 
themselves. 


On Trial 


HERE: I believe, there exists a chal- 
lenge to each one of us in the bank- 
ing business. If one will observe the 
signs it will be agreed that we are defi- 
nitely on trial as to our professional 
ability to cope with new conditions, to 
vindicate the unit banking system, and 
to meet the determined public demand 
that never again shall the bank failure 
record of the last eight years be re- 
peated. 

Good management, as the term may 
Properly be applied to all business in the 
United States, has made enormous 


Demand Ability 


‘THE new President of 
the American Bankers 
Association offers a spe- 
cific suggestion for the 
betterment of banking, 
saying: “I believe if there 
were set up certain definite 
standards to be required 
of bank officers, the admin- 
istration of which would 
be under the supervision of 
our State Banking Depart- 
ments and the Comptroller 
of the Currency, that the 
kind and character of men 
intrusted with the manage- 
ment of banks in the future 
would be very considerably 
improved.” 


strides within the past few years. But 
even yet we scarcely know the meaning 
of the term—and banks average rather 
below than above the general level. 
Certain basic fundamentals such as 
liquidity and profits; certain definite 
proportions and standards for our in- 
vestments; certain well proved methods 
applying to such matters as business 
getting, cost control and personnel— 
have not been consciously organized into 
bank management as they should be. 


Constant Reaching Out 


HAVE known bankers to say that it 

is impossible to formulate any prin- 
ciples of good bank management which 
may be applied generally to every bank. 
They say, “My bank is different from 
any other bank.” They forget that there 
are basic principles of sound bank man- 
agement that have been developed 
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through years and years of practical ex- 
perience. These principles did not spring 
up over night; they are the result of 
long, time-tested experience. And these 
fundamental guiding principles of sound 
bank management are applicable to 
every bank in this country, whether it be 
large or small. 

In examining the banking business, 
then, let us apply the typically Amer- 
ican approach to the problem of good 
management. Let us not compromise 
with present difficulties, but remove them 
—let us have a new deal instead of play- 
ing out the old hand. Let us empha- 
size not so much the idea that our bank 
is different, as the truth that all banks 
are common in their fundamental opera- 
tions and objectives. 

In the banking business, our thought 
has always been to establish more and 
more independent banking units. As 
late as 1904, for example, and until 
1920, the number of state banks and 
trust companies was increased from 
7,508 to 22,054. In the same period the 
number of national banks rose from 
5,331 to 8,123. 

There is something admirable about 
this constant reaching out—this creative 
genius which has distinguished Amer- 
ican banking. But times and conditions 
have changed. The problem of the bank- 
ing business for the next ten or twenty 
years is not so much one of pioneering 
as of properly organizing and efficiently 
managing the institutions we have al- 
ready established. 


False Illusions 


| the future, good management will 
not establish banks where the market 
for the service of another bank is inade- 
quate, and where the first economic de- 
pression in the overbanked community 


may precipitate failure. Good man- 
agement will definitely know what the 
capitalization must be to carry the over- 
head necessary to the operation of a 
bank in a particular community and un- 
der certain conditions. Good manage- 
ment will understand the dangers in an 
already overbanked one-industry com- 
munity. 

But, obviously, good management has 
not always been present in the past. 
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Only blind optimism and the false illu- 
sions of hope seem to have prevailed, 
only the legendary idea that money mul- 
tiplies in a bank like fish in a trout 
hatchery. 

In passing, let me repeat a sugges- 
tion which the American Bankers Asso- 
ciation has sponsored in the past, and 
that is—until bankers are sufficiently 
aware of the dangers of overbanking, 
we should place in the hands of state 
banking boards and comptrollers the 


power to curb over-chartering and un-- 


der-capitalization. Let those who wish 
a new bank charter definitely prove the 
need for another bank. 

Then, in the light of experience, let 
us work out in a cold matter-of-fact 
way the probable income and expense of 


any new bank to be opened; and let us 


insist upon the proper minimum capital 
in line with the requirements of the 
particular situation. 


The Time Is Ripe 


I BELIEVE that the profession is pre- 
pared to solve its problems. I be- 
lieve the time is ripe to begin to crys- 
talilze more definitely than ever before 
the principles of bank management, the 
standards of income, investment, ex- 
pense, and employment, in order that 
those who manage our financial institu- 
tions may have rough averages at once 
to guide them, which eventually I trust 
will lead to a complete and scientific 
grasp of the whole problem. 

A few illustrations will show what I 
mean: We must determine by careful 
study what is the smallest banking unit 
that can be established and operated 
soundly and profitably—and not depend 
on mere opinion in establishing and lo- 
cating banks. We must gather facts 
to show the relationship between the size 
of a bank and its profits—and not assume 
that if we can only increase size, the 
profits will take care of themselves. We 
must scientifically find the proper per- 
centage of the bank’s funds to place in 
different investments—and not guess at 
these ratios. We must fix interest rates 
on a basis of what we can safely pay 
customers and run the bank on a profit- 
able basis—and not simply follow our 
competitors’ rates. We must determine 
what the average costs of doing business 
should be—and not operate blindly, 
merely hoping for profits. We must 
make comprehensive studies over the 
whole country to find what a good bank 
should earn on its savings funds and 
its commercial department funds—and 
not remain in ignorance of these essen- 
tial facts. We must constantly keep 
in mind the fact that the bank must be 
liquid and must make a profit—and not 
excuse ourselves by saying that both li- 
quidity and profits cannot be attained 
at all times. We must be tireless in 
our efforts to find the best methods of 
doing things—and not let banks en- 
danger their depositors’ funds by experi- 
menting on a trial and error basis in an 
attempt to discover sound management 
policies. In other words, we must op- 
erate our banks on a basis of facts and 
statistics—and not hopes and guesses. 
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With Facts Alone 


N the walls of the research labora- 

tory of one of our great business 
institutions there is a statement which 
says, “Opinions will be tolerated only in 
the absence of facts.” Old, traditional 
methods of determining the policies of 
the banking business must be replaced 
by a study of facts, because banking at 
the present time is too advanced for 
guesses or rule of thumb methods. Old 
methods and procedure must be re-exam- 
ined, for the banker today should deal 
not with opinions, but with facts, and 
facts alone. 

The banking income, from which its 
profits must be drawn and its safety 
steadily built, must come from the loan 
of the bank’s funds. Those funds con- 
sist of the capital paid in by the stock- 
holders, surplus paid in and accumu- 
lated out of earnings, and the deposits 
available for investment. 

It is generally recognized that a bank’s 
capital and surplus should be main- 
tained at not less than 10 per cent of 
its total deposit liabilities. The owners 
naturally desire to keep down their in- 
vestment so that their percentage of 
profit may be larger; experience, how- 
ever, has shown the ten to one ratio to 
be necessary for the proper protection 
of the depositors. Generally accepted 
as these figures are, it is only necessary 
to check through the statements of banks 
in various communities to note the wide 
divergence from this standard. 


Lack of Agreement 


ATURALLY, if too large a percent- 
tage of these stockholders’ funds is 
invested in fixed assets, building and fix- 
tures, the liquidity of the first line funds 


is sacrificed. Certainly not more than 
50 per cent of the capital and surplus 
should be in fixed investments; and if 
the percentage is higher, it should be 
reduced as rapidly as possible. 

The remainder represents funds avail- 
able for the bank’s investment program. 
And what standards or rules for the 
investment of those funds does good 
management generally recognize? 

To ascertain the sentiment on this 
matter, I sent out a questionnaire to a 
large number of Nebraska bankers. 
Strange as it may seem, the answers 
to our questionnaire indicated a com- 
plete lack of agreement regarding the 
percentages of the bank’s available funds 
to be placed in such broad classifications 
as secondary reserves, bonds and local 
loans. But that lack of agreement is not 
confined to Nebraska. I have found that 
it is nation-wide. 


Powers of a Prophet 


I WISH to call particular attention to 
the fact that of the number of banks 
which answered the questionnaire, 14 
per cent had no secondary reserves 
whatsoever, and 59 per cent had 15 per 
cent or less of their resources invested 
in secondary reserves. Fifty per cent 
of the banks said that they had not in- 
vested any of their funds in bonds and 
stocks. 
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That many of the banks are improy- 
ing their position, however, is indicated 
by the fact that 50 per cent did not 
have a dollar invested in local mort. 
gages and almost 70 per cent had 5 per 
cent or less so invested. 

In the matter of whether they fol- 
lowed a definite policy with respect to 
the investment of their funds, over 60 
per cent said they had no definite estab- 
lished policy. While I lay no claim to 
the predictive powers of a prophet, I 
venture to say that in the next five 
years we shall find scientific bank man- 
agement laying down basic principles, 
averages and percentages for the guid- 
ance of bankers in the sound and safe 
investment of the funds entrusted to 
their care. 


Pressure of Circumstance 


—_— G the most ably managed bank- 
ing institutions over the country cer- 
tain standards for the investment of the 
bank’s funds are generally recognized. 
Since liquidity or safety and profits are 
the first consideration, they are reflected 
in these standards. The primary re- 
serves in cash and due from banks ap- 
proximate about 20 per cent of the total 
resources. Secondary reserves quickly 
convertible into cash run 20 to 25 per 
cent. These reserves include govern- 
ment bonds, call loans, bank acceptances, 
and commercial paper. In the case of 
member banks of the Federal Reserve 
System, the outside paper may be re- 
duced by the amount of the customers’ 
loans eligible for rediscount. The re- 
maining 50 to 55 per cent of available 
funds (after primary reserves, second- 
ary reserves, and investment in building 
fixtures) will be invested, generally 
speaking, in customers’ loans, other 
bonds and stocks, and local mortgages. 

These are broad averages which may 
be varied to suit the position and re- 
quirements of the individual institution, 
provided such variation is indicated by 
trained judgment and seasoned manage- 
ment ability. 

Even the least experienced banker has 
often heard the stock objection to the 
maintenance of the necessary secondary 
reserves, namely, that the rate of inter- 
est on liquid secondary reserves is too 
low as compared with what can be ob- 
tained on local loans. But a preponder- 
ance of local loans, particularly in a 
one-industry community, is extremely 
dangerous. No sentimental feeling to- 
ward local enterprises should lead the 
banker into a course which may prove 
disastrous. Our local loans may be en- 
tirely safe, but not liquid; they may be 
the best in the country, but not self- 
liquidating; they may be made to the 
best single class of industry in the 
country, but not sufficiently diversified. 
A well balanced and truly conservative 
loaning policy recognizes all of these 
factors and no pressure of local circum- 
stances and no argument of any kind 
should influence the banker to place his 
institution in any condition other than 
a thoroughly liquid one. 

The conservative investment course is 

(Continued on page 500) 
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A Bull Market in Stocks 
Minus the Rails 


By CHARLES F. SPEARE 


The Present Generation of Speculators Finds Little Thrill in 
Those Securities That Were the Leaders in Previous Campaigns. 


Four Conditions Confronting the Managements of Railroads 
Explain Why the Public is Little Inclined to Own These Stocks. 


NE of the most amazing aspects 
of the present amazing stock 
market is the virtual boycott 
by Wall Street of the stand- 

ard investment railroad issues. 

To illustrate: In the week ending 
September 22 the total transactions in 
all stocks on the New York Exchange 
were 23,676,610 share. Of these 986,390 
shares, or less than 4 per cent, were 
from the railroad group. In one session 
during this week there was a turnover 
of about 4,850,000 shares of which but 
111,800, or less than 2% per cent, were 
rails. A month later when a new record 
of 24,452,000 shares in one week was es- 
tablished the ratio of rails was the same 
as in September. Meanwhile it had 
been down to less than 3 per cent in one 
week. From these figures it will be evi- 
dent how completely railroad stocks have 
passed out of the market picture. 

Take another angle of the situation: 
On October 1 the average price of in- 
dustrial shares was 32 points above 
that of the same date in 1927. The aver- 
age of railroad stocks, however, was 
5 points under that of twelve months 
ago. The motor group was an average 
30 points over that of September, 1927, 
the public utilities were 40 points 
higher, the coppers over 35 and the 
members of other manufacturing or dis- 
tributing groups were from 10 to 45 
points above the previous year’s range. 
All had at different times been market 
leaders. A few even had clung tenac- 
iously to this position through the four 
seasons. With the rails there were oc- 
casional brief periods when the stocks of 
the systems in the southwest, or north- 
west or in the eastern territory were 
taken up and “given a whirl.” The ex- 
citement was short lived. Prices gen- 
erally settled back to the point at which 
they had started. Sometimes they went 
even lower. There were thirty “new 
high records” among the industrials in 
the big session of September 21 but on 
that day one prominent railroad issue 
declined to the lowest price of the year. 
In October there were times when it 
looked as though the rails might come 
into their own again but hope: was 
stronger than performance. 

“What is the trouble with the rails?” 
people ask. “Is there some blight that 
has attacked them, sapping their vitality, 
or does their neglect simply mean that 


In the Shuffle 


AILROAD securities 

have been pushed out of 
their once proud position 
as stock market leaders 
and the center of attrac- 
tion for the investing pub- 
lic and relegated into the 
shuffle of the long array 
of issues listed on the ex- 
change. Mr. Speare ezx- 
plains how the pressure of 
regulation as well as the 
burden of competition on 
all sides has prevented the 
rails from offering the 
dividend attractions which 
have been held by new in- 
dustrials. 


fashions in investments have changed 
ard that what was popular with an 
earlier generation produces no thrill for 
the present one?” 

To those who are playing the market 
on a big scale from day to day and 
whose imagination has been fired by the 
successes of General Motors, Montgom- 
ery Ward, Radio Corporation, Warner 
Pictures, Chrysler, and a dozen others 
a campaign in railroad stocks is about 
as exciting as a buggy ride after a 
seventy-five-mile an hour dash in a motor 
car. They want action and sustained 
action. They have tried at different 
times to put a little life in the trans- 
portation issues but the movement has 
petered out and left them with undis- 
tributed stocks. And whenever prices 
have advanced a few points there has 
invariably been a supply too large to 
absorb. 

Tradition plays its part in stock mar- 
ket fluctuations. Twenty-five years ago 
every large investor held Atchison; 


437 


Baltimore & Ohio; [Illinois Central; 
Louisville & Nashville; Lackawanna; 
New York Central; Pennsylvania; 
Northern Pacific; Great Northern; Nor- 
folk & Western; Northwestern; St. 
Paul; Southern Pacific, and Union Pa- 
cific. They were not only owned by 
Americans but by English, German, 
Dutch and Swiss investors. So far as 
the foreign interest goes that was 
mainly liquidated during the war and 
has never been replaced to any extent. 
American capitalists do, of course, hold 
American rails. So do _ investment 
trusts, foundations, institutions and in- 
surance companies. All, however, have 
displayed less and less interest in them 
as the years have gone on, particularly 
since the war. The record of new stock- 
holders betrays this fact. While the rail- 
road list has grown from year to year 
it has not kept pace with that of the in- 
dustrials or public utilities. Railroads 
have lost investors to the scores of new 
and successful manufacturing or dis- 
tributing companies that have been cre- 
ated in the past decade and potential 
owners of their stocks have been side- 
tracked by the large electric light, gas 
and power corporations that have sold 
their 6 and 7 per cent preferred shares 
to hundreds of thousands of customers 
and employees. 


Four Reasons Why 


OSSIBLY the fact that the railroad 

industry is so well stabilized and 
presents very few new possibilities may 
explain the unwillingness of those who 
have never held railway shares as in- 
vestments to enter this field, though a 
more potent factor, I feel, is the history 
of large price shrinkages in rails since 
1905. The bull market now completing 
its fourth year has been one in which 
securities previously unknown to Wall 
Street have had the greatest vogue and 
have made the largest percentage of ad- 
vance. No period of speculation in this 
country has been built up on what in- 
vention, science, business efficiency and 
new media of transportation may pro- 
duce in dollar returns five or ten years 
hence, to the extent of the present one. 
It has been a time when the future and 
not the past has been capitalized; also 
when the shadows of competition over a 
particular industry have been carefully 
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observed and as they lengthened invest- 
ors in the stocks of this industry have 
been recommended to reduce . their 
holdings. 

There are four conditions that con- 
stantly confront the managements of 
American railroads and possibly explain 
why the investing public is so little in- 
clined to increase its ownership of rail- 
road stocks: They are, in the order of 
their importance: 


(a) Rate restriction and a supervisory func- 
tion vested in the Interstate Commerce 
Commission which destroys railroad 
initiative. 


(b) Competition on land, on the water and 
in the air. 


(c) An unstable labor situation. 

(d) A dividend policy that is frequently 
controlled by its political effect or its 
reaction on rate makers. 

The first and the fourth handicaps 
are closely related. A few days ago the 
president of the General Motors Corpo- 
ration made the public announcement 
that his company proposed to increase 
its capital, and probably, its dividend. 
He would make his recommendations on 
his return from Europe. If, in order to 
do this, he thought it best to raise the 
price of motor cars or trucks, that was 
his business and the judgment of his 
directors. He did not first have to ask 
permission of some regulatory body. 
Suppose the president of the New York 
Central Railroad, or as a better illus- 
tration, the chief executive of the Chesa- 
peake & Ohio Railroad, deemed it pru- 
dent to expand the capital of his system 
and give his stockholders a larger pro- 
portion of its earnings, but forgot to 
notify the Interstate Commerce Com- 
mission of his intention. What would 
happen? 


Competitors Have Free Hand 


presidents sigh when they 
see the free hand with which cor- 
porations that are their severe com- 
petitors conduct their affairs, even as if 
there were no Sherman-anti-trust act or 
Federal Trade Commission. And a gen- 
eration that regards speculation as one 
of the day’s adventures does not over- 
look the fact that liberty of action brings 
many dollars to the industrialists while 
the inhibitions of the steam railroads 
cause a steady subtraction from their 
profits. 

Competition is a serious menace to 
railroad prosperity. It is, of course, 
most visible in declining passenger earn- 
ings. The downward trend began in 
1920. In that year passenger revenues 
of American systems were $1,286,613,- 
272. Passengers carried were 1,234,- 
862,000 and there were 80 passengers on 
the average train. In 1926 earnings 
were down to $1,041,816,000, passengers 
carried were only 862,361,000 (a de- 
crease of 30 per cent in seven years), 
and 61 passengers composed the average 
train load. The rate per passenger per 
mile and the average journey’s length 
of each passenger increased in this pe- 
riod but not enough to overcome’ other 
losses. 

The decline did not stop with 1926. 
It continued at an accelerated pace in 
some sections of the country during 
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1927. In the first eight months of last 
year the total passenger revenues of all 
lines fell $50,000,000 from the same 
period of 1926. Some of the effects of 
competition on individual roads in the 
five great regional divisions of the United 
States, are indicated below, the pas- 
senger earnings’ figures being for the 
entire calendar year 1927: 


1927 


$42,695,283 
53,240,928 
140,810,692 
26,749,397 
11,773,283 


14,353,335 


The Trend Is Against Them 


ND still the trend is toward fewer 
local passengers per train and a 
marked reduction in the volume of both 
short and long passenger excursion 
traffic to the mountain and seaside re- 
sorts and to the national parks of the 
Northwest, Southwest and Pacific Coast. 
This will be clearly shown when the 
complete reports for 1928 are available. 
This is a progressive condition which 
the railroads find difficult to meet. They 
have unsuccessfully endeavored to cope 
with the competition of the Panama 
Canal through rate adjustments but the 
decisions of the Interstate Commerce 
Commission have not favored them in 
many instances. Each year the trans- 
continental lines lose what would be 
equivalent to miles of loaded cars of 
high profit freight to the waterway be- 
tween the Atlantic and the Pacific. 
When there are any favors to be granted 
they go to the canal and not to the land 
carriers. 

Actually freight earnings have in- 
creased in the period during which pas- 
senger revenues have been declining. 
The point is, however, that an enormous 
amount of high paying traffic has been 
lost to the rail carriers because of motor 
truck competition and that this business 
could have been easily absorbed by the 
railroads in addition to what they have 
had in natural growth. They have, to- 
day, facilities in excess of requirements 
and are paying interest in a considerable 
amount of unemployed equipment due 
to the competition on the motor high- 
ways. 

There are other forms of competition 
that have grown up against the rail- 
roads since the war, oil replacing coal 
that formed the biggest bulk commodity 
hauled, electric power substituted for 
steam power generated by coal, and now 
an air service that carries mail, express 
and passengers and in a period ‘no longer 
than that marking the loss of passenger 
traffic of the railroad to automobiles, 
there will be active competition between 
air routes and railroad routes for pack- 
age freight. The investor who studies 
railroad stocks cannot avoid thinking of 
the results of competition in its many 
forms though he may over-emphasize 
their effect on railroad securities: Lists 
of present-day stock quotations contain 
nearly two score companies identified 
with aircraft and recently a long estab- 
lished firm of railroad specialists began 
advertising airplane shares. 


1926 


$44,024,407 
55,262,330 
147,976,357 
30,384,544 
12,639,990 


15,847,553 


Atchison 

Southern Pacific.... 
Pennsylvania 
Southern Ry 
Northern Pacific... 
St. Louis-San Fra 
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The Threat of Strikes 


TS have been no serious labor 
disturbances in the American indus. 
trial world for several years. Evidently 
labor there is satisfied with its rewards, 
The most widespread labor outbreaks 
in the country since the war have been 
those of railroad employees. More 
threats of strikes have come from this 
quarter than from any other of compara- 
tive size. One is just now concerning 
the government at Washington. The 
public functions of a transportation sys- 
tem make it more sensitive to pressure 
from labor than a manufacturing con- 
cern. Advantage is constantly being 
taken of this fact to exact higher wages, 
Remembrance of the blighting effect on 
railroad credit of the machinists strike 
of 1922 sends a chill over many who held 
railway shares that year and who know 
how close this bitter dispute brought 
more than one road to the verge of 
bankruptcy. 

All of these elements of rate restric- 
tion, competition, the fact that railroads 
are contracting rather than expanding 
their mileage and that the era of prom- 
ised consolidations with its speculative 
possibilities has not- developed, go to 
make up the current bearish attitude 
that one finds toward railroad securities. 
Still another factor is the feeling that 
when the railroads prosper they do not 
share profits with their stockholders to 
as great an extent as either the indus- 
trials or the public utilities. 

It is easy to understand the conserva- 
tive dividend policies of railroad man- 
agers. They have to consider not only 
their stockholders but Federal and state 
commissions, shippers and their em- 
ployees. Too great an appearance of 
prosperity brings demands for lower 
rates and higher wages. As the rail- 
roads have had facilities in excess of 
traffic requirements for several years it 
has not been necessary for the majority 
to raise dividends in order to success- 
fully float new issues of capital stock. 
The tendency has been to put aside a 
reserve for a “rainy day.” Perhaps their 
conservatism has been unwarranted. The 
effect of it, however, has been to turn 
the investor away from stocks which 
gave no promise of a higher return to 
those in which the profit participating 
element is strongly emphasized by com- 
pany managements and by market pro- 
motors. A favorable decision in the 
O’Fallon case might lead to greater lib- 
erality toward railroad shareholders. 


Quick Changes Not Possible 


| ie? American railroad managers have 
been slow to adjust themselves to the 
changes of the times it is because they 
are working with a machine that cannot 
be pulled apart and quickly remodelled 


like a Ford plant. What they have is 
the best in the world and never so effec- 
tive in its field as today. The best of 
the railroad stocks will for many years 
stand at a parity with the leading in- 
dustrial and public utility shares. As the 
investor, however, has abandoned the 
idea that he should own a higher pro- 
(Continued on page 499) 
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Bucking The Bank of England 


By LIONEL D. EDIE 


Professor of Finance, University of Chicago 


Old Lady of Threadneedle Street Faces Fault-Finding Public 


Element in England Demanding New Policy to Replace Ancient 


Traditions. 


Consistent Silence of Bank of England Irks Its 


Critics. London Attitude on Credit Different from New York. 


GREAT battle of monetary 
theory is being waged in Great 
Britain by critics of the Bank 
of England. Three classes of 

critics may be distinguished—political 
leaders, economists, and bankers. 

The first are chiefly represented by 
the Labor Party. The debates of last 
spring on the Currency and Bank Notes 
Act were enlivened by the onslaughts 
of Philip Snowden, George M. Gillett, 
Hugh Dalton, and other Laborites. 

Mr. Snowden charged, “The Bank of 
England is hampered by an archaic con- 
stitution.” He further averred that the 
Act as finally passed would “make cur- 
rency not the servant but the master of 
trade and industry.” Mr. Gillett de- 
clared: “When the Bank of England is 
considering monetary policy the problem 
of unemployment is not sufficiently con- 
sidered.” Mr. Dalton characterized the 
Bank of England attitude as having 
“quite nakedly a deflationary bias.” All 
these men tried to prove that the Bank 
of England had been responsible for un- 
necessary deflation and unemployment 
and that the new bill for amalgamation 
of note issue looked to a continuation of 
such conditions. 


Writing on the Wall 


people seem to take it 
for granted that it is only a matter 
of time until the Labor Party comes 
into power. If and when they do, they 
are committed to two major steps: first, 
an investigation of the constitution of 
the Bank of England to see what steps 
may be necessary to convert it into a 
sort of public corporation, free from 
political meddling, but subject to gov- 
ernmental inquiry and control; second, 
an investigation of the powers of the 
central bank to control price levels and 
relieve unemployment. 

Many observers see the handwriting 
on the wall and have warned the Bank 
of England that unless the public is vol- 
untarily taken into its confidence, it will 
interfere by legislation and force the 
Bank to be more open and candid 
in its whole attitude. Although the 
Bank is in no sense stampeded by 
this pressure, nevertheless it is aware 
of the need for-loosening up and devel- 
oping from within policies which will 
help to relieve the tension now prevail- 
ing. 

The economists are by no means 
Unanimous in their attitude, but the 


Deadly Parallel 


DiSSATISFAC- 

TION among Britons 
with the traditional atti- 
tude of aloofness and in- 
dependent policies of the 
Bank of England is draw- 
ing a deadly parallel with 
the situation in the United 
States, where discussion of 
the Federal Reserve Sys- 
tem is constant. The signifi- 
cance of these develop- 
ments abroad lies in the 
fact that the central bank 
of Great Britain has al- 
ways been considered as 
unchanging as the rock of 
ages. 


most vigorous assailant of the Bank 
policy is J. M. Keynes. Mr. Keynes’ 
latest assault came this summer when 
he wrote in the Evening Standard of 
July 31, 1928, as follows: 


“To organize a wave of prosperity whic. 
shall sweep us out of the pool of stagna- 
tion in which we are decaying is ex- 
tremely difficult, involves some risks and 
might be unsuccessful. But it ought to 
be tried. Unfortunately, it lies entirely 
outside the power of individual business 
men to take the initiative. The first steps 
can only be taken by the Bank of England 
and the Chancellor of the Exchequer. Yet 
the consequences of their policy so far 
have been to insure that business shall be 
unprofitable and that the level of unem- 
ployment shall not fall below the million 
level. . . . It is very possible that the 
policy of the Bank of England over this 
period (the last five years) has reduced 
the wealth of Great Britain by no less 
than 500,000,000 pounds.” 


One noted English economist declares 
that Mr. Keynes has understated his 
case, whereas another takes it as his 
sacred duty to sterilize Mr. Keynes’ 
ideas and save Britain from his dan- 
gerous doctrines. Nevertheless, his pro- 
nouncements always cause a stir and 
make it impossible for the issue to die 
down. 
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Speaks for the Industry 


ERHAPS one source of his strength 
is the fact that he provides a 
philosophy for a great mass of indus- 
trialists who somehow feel that their 
difficulties are attributable to credit 
stringency but who do not know enough 
about economic theory to plead their 
case. One student of the situation says 
that probably Mr. Keynes spoke the 
mind of 95 per cent of the industrialists. 
No doubt this exaggerates the situation 
but it contains an element of truth none 
the less. 
In April of this year, a joint confer- 
ence representing the Federation of 
British Industries and the General 
Council of the Trade Union Congress 
disclosed its attitude by addressing a 
memorandum to the Chancellor of the 
Exchequer criticizing the traditional 
“automatic application of the gold 
standard”; urging a bank policy “so ar- 
ranged to meet the requirements of in- 
dustry and commerce that industrial re- 
covery will not be arrested by the lack 
of credit facilities, as soon as increased 
production becomes effective” and call- 
ing for “a full inquiry into the best form 
of credit policy for this country.” 


A Tragic Feature 


J geste the joint stock banks, the 
Midland, with Reginald McKenna 
as chairman, stands practically alone in 
its revolt against the Bank of England. 
Last August, Mr. McKenna renewed his 
challenge through the Monthly Review 
of the Midland Bank. The following ex- 
tract summarizes his case: 

“Anyone examining the course of 
British trade conditions since the post- 
war slump must be struck by a very re- 
markable fact, namely, that time after 
time indications of trade revival have 
appeared—production has _ increased, 
buying has quickened, unemployment 
has declined—only to be dissolved and 
give place to a reverse set of conditions. 
The repeated damping down of trade re- 
covery each time it appears has by now 
become, without exaggeration, a tragic 
feature of British economic life. Indus- 
try, it might be said, has constantly had 
to contend against short supplies of 
credit. 

“Every time the underlying conditions 
have been favorable to trade revival; 
every time signs have appeared that 
recovery was actually taking place; on 

(Continued on page 504) 
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Who Pays Service Charges? 


m|ANKERS may hesitate 

Zo Over imposing a service 

charge upon customers 

whose balances fall below 

a specified minimum, yet in all the 

daily affairs of the life of every man, 

with a bank account, or without one, 
Nature has a service charge. 

The application of Na- 
ture’s service charge in our 
physical lives is too 
obvious to invite dis- 
cussion. Let us 
neglect or abuse 
our bodies so 
that the re- 
serve balance 
drops below 
normal, and 
we pay. 

In our mental 
lives the applica- 
tion of what is in effect a service 
charge is just as positive and un- 
erring. 

If every man does not maintain a 
decent balance of such qualities as 
industry, intellectual honesty, initia- 
tive, ambition, courtesy, courage and 
cooperation—if he does not keep up 
his balance of information in a world 
where yesterday’s information is al- 
ways insufficient for today’s needs— 
who doubts that Nature slaps on a 
service charge! 

If a man is low in industry his ser- 


vice charge may run anywhere 
from a hundred dollars to several 
thousand dollars a month. 

If he is below a proper balance in 
vision, cheerful determination or any 
other faculty or quality he pays and 
pays from month to month all 
through life until his account in the 
Great Bank of the Universe is closed. 

Often a depositor in a 

commercial bank de- 

p. murs over paying 50 

= cents for per- 

haps $5 worth 

of service, 

but he is en- 

tirely com- 

placent and satisfied 

over really tremen- 

dous service charges im- 

posed upon him under the 
inexorable laws of Nature. 


CCASIONALLY a bank em- 
ployee may wonder at the care- 
lessness of some depositor who pays 
the bank service charges and perhaps 
overdraws his account when with a 
little management he might keep his 
affairs in order. But sometimes this 
same man in the bank—if he merci- 
lessly looked into his own affairs— 
might find that he himself through 
neglect of some quality of mind, 
through the failure to use all of his 
abilities to the limit, is— 


Paying hundreds a week and thousands a year in service charges! 


By JAMES E. CLARK 
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Making Trust Departments 


Profitable 


By RALPH STONE 


Chairman of the Board of the Detroit and Security Trust Company, Detroit 


Organization of a Model Trust Department for Modern Needs. 
Basis for Efficient Setup Permitting New Trusts to Expand 
With Growing Business or Adaptable to Existing Departments 
Seeking Methods Producing Profits and Satisfactory Service. 


ANAGEMENT of trusts 
through a corporate organ- 
ization is a comparatively 
modern development. It 

started in a small way, there were not 
more than 100 in the country thirty-five 
years ago, and now it is a business of 
tremendous proportions, handled not only 
by trust companies large and small but 
by both state and national banks with 
trust depart- 
ments. 

In its early 
history, the trust 
department _or- 
ganization was a 
simple one. Like 
a manufacturing 
institution start- 
ing on a_ small 
scale, its plant— 
that is, its organ- 
ization — was 
added to piece- 
meal and there- 
fore in a sort of 
patchwork fash- 
ion. 

As the busi- 
ness grew, these 
patchwork 
organizations had 
to be broken 
down and put to- 
gether again so 
that their con- 
stituent parts 
would work to- 
gether more efficiently and harmoniously. 
The business grew so fast that most 
bankers either did not have time to 
recognize, or lost sight of this need, for 
a harmonious, smooth working and effi- 
cient organization, so that even the best 
have not until recently stopped long 
enough to study their organizations and 
rearrange them. 


For New or Old 


"THEREFORE the attempt is made 
here to picture the outline in stand- 
ardized form, so to speak, of the organi- 
zation of a model trust department, 
something which could be used by a new 
company or a new trust department of a 
bank as the basis for its organization, 


and which would be so framed that it 
would automatically handle the business 
of the department as it increased to 
large proportions. 

The accompanying chart shows this 
outline. The organization on the chart 
is applicable to both large and small 
trust departments. A department or- 
ganized along its lines will handle effi- 
ciently either a small or a large volume 


VICE-PRESIDENT IN CHARGE 
| 


Administrator 
Executor 
‘Trustee under 


PROPERTY ADMINISTRATION DEPARTMENTS 


_ Administered 


COLLATERAL LOANS 
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of business. It is based upon a classi- 
fication of functions—one into divisions 
for supervision and management, ac- 
cording to the kinds of trust service 
performed; the second into departments 
according to the kinds of property to 
be administered; and the third the ac- 
counting department which serves both 
of the others and ties them together with 
the office machinery of operation or ad- 
ministration. 


For Large or Small 


ITH a small volume of business, 
the officer in charge (whether he be 
vice-president or hold any other title) 
would directly supervise the manage- 
ment of the various kinds of trusts, 
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assisted by one or two men who are 
specialists in administering the various 
kinds of property grouped in the chart 
as “Property Administration Depart- 
ments,” with the detail handled by a 
few clerks. 

At the other extreme, that is, a de- 
partment handling a large amount of 
business, the officer in charge would be 
solely an executive officer and there 
would be junior 
and perhaps 
senior officers in 
charge of the 
trusts in the 
various divisions 
of personal 
trusts, probate 
trusts and corpo- 
rate trusts; and 
there would be a 
skilled man, per- 
haps an officer, 
in charge of each 
of the property 
administration 
departments, ex- 
perienced in the 
handling respec- 
tively of trust in- 
vestments, that 
is stocks and 
bonds, mortgages 
and land con- 
tracts, real 
estate, and the 
other forms of 
personal prop- 
erty listed on the chart, and an expert 
who is absolutely necessary nowadays 
for handling Federal tax problems. 

The department of Federal taxes is, 
strictly speaking, not a property depart- 
ment. It is placed in the chart because 
it is a subject of major importance 
which serves all kinds of trusts and 
affects all kinds of property. The super- 
vising officers in turn would have aides— 
men who have been trained in handling 
the various branches of trust business— 
to relieve them of detail work. The 
property administration departments 
would serve the divisions in which the 
various kinds of trusts are placed for 
supervision, and this relation should be 
had in mind when the books of account 
(the trust ledger and the collateral 
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records in the various property depart- 
ments) and the machinery of inter- 
department and office communication is 
prepared and put together. Money is 
wasted in the employment of needless 
officers and clerks and in revising ac- 
counting records and methods if the first 
organization is not based upon. principles 
somewhat like those outlined in this 
chart. 


Capable of Expansion 


T is realized that this chart may not 

be precisely applicable to trust com- 
panies and banks in all states and in all 
communities, except in its essential fea- 
tures. No form of organization should 
be considered as final. Each should 
search for the best to start with and 
adapt it to specific conditions, which in 
turn will be regulated by the size of 
the bank or trust company, of the com- 
munity, the type of bank organization, 
the kind of experience possessed by the 
office personnel, the kinds of business 
which predominate in the community 
and the need for specialists in the or- 
ganization. 

The main purpose in offering this 
chart is to illustrate the necessity of 
establishing at the beginning a fixed 
form of structure of the trust depart- 
ment organization so that it will be ca- 
pable of expansion naturally. This 
form is capable of almost indefinite ex- 
pansion. For instance, if the trust 
business becomes very large and it is 


beyond the power of one man to be an 
executive in charge, the organization as 
outlined in the chart may be split and 
two departments created, viz.: a trust 
department proper, covering persona] 
and probate trusts, and a corporation 


department. These can function very 
well separately. But it will be noted 
that both of them should have the neces- 
sary inter-office machinery for adminis- 
trative purposes with the property ad- 
ministration departments. 

With the trust department put upon 
an enduring foundation, built to carry 
a superstructure of an indefinite number 
of stories, representing a continuously 
increasing volume of trust business, the 
next consideration is to furnish it with 
such officers and employees and equip it 
with such machinery of administration 
that it will operate with the greatest 
degree of efficiency. 


Leads to Complaints 


ie has already been pointed out how, 
when a trust department is first 
established, to take care of a _ small 
amount of business the trust officer in 
charge not only supervises the adminis- 
tration of the trusts and the operation 
of the department but handles a great 
deal of the detail of administration. 
Herein lies one of the faults into which 
many fell. As the business grew and 
the capacity of the one trust officer to 
both supervise and handle details became 
overtaxed, additional trust officers were 
appointed who in turn followed the 
established practice of both supervising 
trusts and handling details. It is easy 
now to see to what this leads. Instead 


AMERICAN BANKERS ASSOCIATION JOURNAL 


of adding officers, good men experienced 
in the various fields of property manage- 
ment should have been employed to take 
the detail work off the hands of the 
officers. 

Of course many had the general con- 
ception of the structure of a trust de- 
partment as outlined in the chart but 
they did not adhere strictly to it in pro- 
viding the official and working forces 
as business developed. It assuredly does 
not make for efficiency and profit to pay 
an officer’s salary for a clerk’s work. 
It is natural that the executive heads 
of a trust company or a bank should 
be reluctant to increase the official force 
of the trust department. Nevertheless, 
if trust officers are overcrowded with 
work, resulting from the rapid inrush 
of new trusts it is certain to follow that 
their administrative work will be poorly 
done and unsatisfactory to clients. This 
leads to complaints from clients and to 
a feeling on the part of clients that 
the trust department is becoming in- 
efficient. 


Officers First 


RUST officers should have ample 

time for contact with clients. It is 
in this phase of the work that human 
nature plays so great a part. No mat- 
ter how apparently insignificant or un- 
important the business of the client, it 
should be given full and careful atten- 
tion and the client should not feel that 
he or she is being hurried during the 
consultation. If the trust officer is 
burdened with detail or clerical work 
of any description and is methodical in 
his habits of work, it is difficult for him 
to resist the impulse to get rid of the 
client as soon as possible in order that 
he may clean up the detail work. 

There is no one thing more important 
in a trust officer than this faculty of 
getting and holding the confidence and 
good will of the client. A patient man- 
ner and a courteous demeanor are more 
important assets than brains—always 
assuming of course a good mental equip- 
ment. As a matter of fact, it calls for 
a high degree of ability and self-control 
to always maintain a serene and pleas- 
ant attitude toward clients when under 
great pressure of important problems to 
be solved quickly, an important engage- 
ment to be met perhaps at the very hour 
the client calls, or a below par physical 
or nervous condition. 

The business of the trust company is 
founded upon and thrives upon the confi- 
dence of the public in its officers and in 
its financial integrity. An officer with- 
out a warm handshake, a pleasant smile, 
and cheerful and courteous words of 
greeting under any and all conditions is 
a liability, not an asset. These qualifi- 
cations in trust officers are very impor- 
tant influences in making the trust de- 
partment efficient and it is not possible 
to find too strong words to emphasize 
that fact. 


Would Reduce Expense 


HE kind of detail the handling of 
which has not yet become standard- 
ized or organized so as to have reached 
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a maximum of efficiency, is the adminis. 
trative work which is of a miscellaneous 
character, such as the opening of trusts 
on the books, filing of papers, making 
of inventories, taking over of securities 
and other property, taking possession of 
real estate, examination of insurance 
policies, the payment of taxes, the pay- 
ment of allowances to beneficiaries, the 
preliminary review of investments, and 
literally hundreds of other duties vary- 
ing with the character of the trust. It 
is this kind of work which should be per. 
formed by clerks and specialists, and 
which it is now largely the practice for 
trust officers to look after, who because 
of the size of the salaries paid to them 
and their experience and ability should 
be handling more important matters of 
supervision, contact with clients, and the 
troublesome questions of policy, business 
management, and so on. 

It is comparatively easy to make effi- 
cient the administration of the property 
management departments which dea} 
mostly with the collection of interest 
and principal. I believe it is almost as 
easy to install a system of follow-up on 
the performance of the detail of han- 
dling the miscellaneous administrative 
work. 

This problem of handling the detail 
of the administration with promptness 
and accuracy, and checking up on it to 
see that it is done efficiently, and also 
checking up on the quality of the service 
performed by the supervising trust offi- 
cers, is the subject of a study being 
made by the Committee on Research of 
the Trust Company Division of the 
American Bankers Association. I would 
make some suggestions with respect 
thereto, about as follows: 

1. That an inclusive list of all possible 
detail in the administration of trusts other 
than that which is already properly taken 
care of by the property management depart- 
ments, be made and ee! upon work sheets or 
docket tickets, or whatever may be an ap- 
propriate name. 

2. That this administrative detail—some of 
which, by the way, is of very considerable 
importance—be placed in the hands of men 
of better than clerical rank, who may be 
called trust aides or trust administrators, to 
handle under the general direction of the 
trust officer. 

3. That it be made the duty of the trust 
department auditor or auditors to examine 
these work sheets periodically and report to 
the trust officers in charge of the trusts any 
items which have not been taken care of, in 
order that the trust officers may follow up 
such items with their aides. 

This is a rough statement of a plan or 
system to insure promptness and ac- 
curacy in handling administrative de- 
tail. I believe it is practical, and I be- 
lieve in the long run it would result in 
reducing the expense of operation of 
the Trust Department. 


Will Be Justified 


| will be natural for the question to be 
raised as to whether adding trust ad- 
ministrators or aides, or whatever they 
may be called, to the payroll in order to 
take detail off the desks of trust officers, 
is justified. Will the benefits resulting 
from this warrant increasing the ex- 
pense of administration of the trust de- 
partment? It seems to me that obvious- 
ly it will be justified and that eventually 
(Continued on page 503) 
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Trial Balances for Farmers 


By C. B. SHERMAN 


Thousands of Farmers Now Operating on Business-Like Basis. 
Value of Inventories Both to Intelligent Practical Farming and 
to Improved Credit Positions Is Being Spread Over Many 
Agricultural Districts. Banks Playing Big Part in Campaign. 


HE first month or two of the cal- 
endar year are the months for 
making farm inventories. These 
are the months when the farmers 
have finished their harvesting and have 
planned their marketing programs for 
the year’s crops but have not yet begun 
active planting plans for the coming 
year. During these months they have 
time to go into this matter of close de- 
tails and to work it out to a finish. 

To interest farmers in this work and 
to stimulate in them a fuller recognition 
of the value of a farm inventory, the 
Department of Agriculture, through the 
Bureau of Agricultural Economics and 
the Extension Service, cooperates with 
various states in putting on farm inven- 
tory campaigns during the months of 
December and January. These cam- 
paigns are usually followed by a Farm 
Inventory Week, when all the farmers 
who have decided to take inventories are 
given personal aid in the work. 

Last year New York, Kentucky, and 
Indiana conducted these campaigns and 
at least these three states will repeat 
them this year. This will be the third 
consecutive annual campaign in Indiana 
and in New York. Im all cases, local 
and state bankers have given assistance 
in the work. 


Business-Like Farming 


URING last year’s campaign in 
Kentucky, 2273 farmers in 89 coun- 
ties were helped to make farm inven- 
tories. Aside from 
the basis the in- 
ventory provided 
for business-like 
farming, two of 
the most important 
benefits to these 
farmers from this 
work was a better 
knowledge of how 
to value real es- 
tate, buildings, 
equipment and 
other property, 
and a better real- 
ization of the rela- 
tionship between 
the various farm 
enterprises and 
the farm business 
asawhole. These 
inventory campaigns and the making of 
the inventory often lead naturally to 
the more extended work of keeping ade- 
quate farm accounts. 
The campaign as conducted in New 


Fixing the Clock 


66 A FARM without an in- 

ventory is like a 
clock without hands,’ 
farmers are being told. 
“You cannot tell whether 
it is gaining or losing. The 
first step toward putting 
your farm on a business 
basis is by taking an in- 
ventory. Your banker is 
entitled to the information 
which your credit state- 
ment gives him, and you 
are entitled to the better 
credit standing which the 
credit statement gives 
you.” Farmers are urged to 
go to the bank for credit. 


York State represented unusually close 
cooperation between the Extension force 
and the State Bankers’ Association. Dur- 
ing the year, a step taken by the banks 
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One of six folding exhibits supplied to country banks by New York State 
Extension Service during Farm Inventory Campaign 


in the state had made it especially de- 
sirable to concentrate work on the farm 
inventory. For several years a farmer’s 
credit statement had been included in 
the farm inventory book used in the ex- 
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tension work. This statement was re- 
garded favorably by bankers in the 
state, but it was not an official credit 
statement of any banking institution or 
bankers’ organization. The Federal Re- 
serve Bank of New York had also pre- 
pared a farmer’s credit statement, but 
the form had not come into general use 
by country bankers. 


Get the Discount 


A’ the request of the County Agricul- 
tural Committee of the New York 
State Bankers’ Association, representa- 
tives of the department of agricultural 
economics of the State College of Agri- 
culture met with that committee, and the 
group agreed upon a special form of 
farmer’s credit statement that has now 
become the official credit statement ap- 
proved by the college, the State Bankers’ 
Association, and the Federal Reserve 
Bank of New York. This statement form 
is now furnished by that institution to 
all member banks, and by the college to 
all cooperating farmers. 

“A farm without an inventory is like 
a clock without hands,” the farmers 
were told during the campaign. “You 
can’t tell whether it is gaining or losing. 
The first step toward putting your farm 
on a business basis is by taking an in- 
ventory, for an annual inventory wil! 
(1) show your net worth above all debts, 
(2) show how much you are getting 
ahead financially, (3) make a good basis 
for preparing a credit statement, (4) 
help you to pay 
cash and get the 
discount, and (5) 
provide a valuable 
list of property for 
use in case of a 
fire or in settling 
an estate. 

“Your banker is 
entitled to the in- 
formation which 
your credit state- 
ment gives him, 
and you are en- 
titled to the better 
eredit standing 
which the credit 
statement gives 
you,” the farmers 
were . reminded. 
They were also 
told why bank credit is preferable to 
store credit. “A feed store is better 
equipped to furnish feed than credit,” 
the speakers emphasized, “and a bank 

(Continued on page 498) 
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Benjamin Strong 


ENJAMIN STRONG, Governor of the Federal 

Reserve Bank of New York, who died on Oct. 
16, occupied a position which was perhaps without 
an exact parallel in all the world. An eminent position 
of grave responsibility, it opened to him also the op- 
portunity to render services on a mammoth scale to 
overseas nations. 

Comparatively few men in a generation develop the 
peculiar abilities which came to be his own, and still 
fewer mount to that mental height which enable them 
to see clearly—as from a great eminence—such a 
breadth of economic territory, and to accurately meas- 
ure the actions and reactions of money and credit on 
the fortunes of whole peoples. 

“The confidence and friendship with which he was 
regarded abroad,” says A. W. Mellon, Secretary of the 
Treasury, “especially among the heads of the great 
central banks, with whom he kept in close and friendly 
contact, have done much to solve the financial prob- 
lems that have arisen since the war and have helped to 
pave the way for the better international conditions 
which now prevail.” 

Constructive grasp and vision were part of Gov- 
ernor Strong’s particular adaptability for the position 
he held as the first governor of the Federal Reserve 
Bank in the world’s financial capital. The salary at- 
tached to his office was not the magnet which drew 
him into the service, for he accepted the post at a 
sacrifice of salary. Neither was his a place in which 
the way before him was well defined, for the whole 
System—even in ordinary times—must have been in 
the nature of a grand experiment but in those ex- 
traordinary times which 1914 ushered in there were 
many new problems for which precedent had still to 
be established. And so upon his death the statement 
came naturally and logically to many minds that the 
Federal Reserve Bank was a monument to his genius. 
“Years will pass,’ said Thomas W. Lamont of J. P. 
Morgan & Co., “before the community has full realiza- 
tion of the important part played by Governor Strong 
in the establishment of the Federal Reserve Bank of 
New York and the successful administration of the 
Federal Reserve System.” 


And Banks Pay 


66 HE contemplation of degradation produces 
nothing but degradation.” 

If the contemplation of evil coupled with a warning 
to be good would set up in the minds of the impres- 
sionable a determination to live moral lives then the 
school system would long ago have added slumming 
to the curricula. But the contemplation of vice, 
violence, crime and criminals begets only vice, vio- 
lence, crime and criminals. 

Everyone knows this, yet the whole world seems to 
be complacent over the evils of all kinds that are pic- 
tured in the movies in every town and hamlet in the 
nation—and supports them. ' 


Evil careers have happy endings, criminals make 
successful getaways and all the tricks, traps and 
subterfuges of the underworld are clearly pictured, so 
that he who would a criminal be needs but a few 
dimes each week to take a full course. 

It is no wonder that the cost of crime and the num- 
ber of crimes are increasing constantly. It would, 
however be a wonder if there were no adverse reac- 
tion to criminal impulses which the movies day by day 
give to millions for among these millions are countless 
thousands who are adults in years but children in 
mentality, and with inborn evil tendencies besides. 
There should be no astonishment if after a few 
years of movie thrills they at last try the heroic 
themselves. We doubt therefore if it is a mere 
happenstance that the country has been startled occa- 
sionally by the high crime of a movie machine 
operator. 

All pictures do not carry evil suggestions nor place 
a halo around criminality. The good influence of 
some pictures is incalculable. The beauty, the com- 
fort, the entertainment many pictures project into the 
life of the nation are great influences for good, but 
the evil seed that is sown by all too many pictures is 
also beyond calculation, and against its fruition into a 
harvest of misdeeds the influence of many a home is 
negligible. 

The evil that ill-considered pictures do to banking 
and business places the whole subject on an economic 
basis for banks pay and business pays in the greater 
costs of protection, in the cost of insurance and, all 
too often, in the violent death of faithful bank officers. 


Vigilantes Reduce Insurance 


HE report of the Protective Committee of the 

American Bankers Association to the Executive 
Committee at Philadelphia showed an increase of 55 
per cent in daylight bank holdups in the past year and 
it disclosed that banks have a tendency to rely upon 
insurance rather than firearms as a protection against 
bandits. Because of the expense and bother there is 
also a disinclination to push the prosecution of cap- 
tured criminals. Yet the cost of insurance goes on 
rising, except in the West, where the bank holdups 
have been the most numerous. 

The vigilantes have come back in many places and 
where they have come back the desperadoes are 
checked. Modern inventions have done much to pro- 
tect banks but there is still merit in the rifle and the 
shotgun. Says the report of the Protective Commit- 
tee: 

“If the merits of these vigilante campaigns were 
ever doubted, the recent action of the underwriters in 
granting discounts on burglary and robbery insurance 
should dispel any fears as to the practicable value of 
these special law-enforcing units. On September 26, 
the governing committee of the rating bureau also 
approved our committee’s proposal of discounts in the 


: 444 


November, 1928 


AMERICAN BANKERS ASSOCIATION JOURNAL 


burglary and robbery insurance premiums of banks 
subscribing to and maintaining a satisfactory stan- 
dard of vigilante organization. The discounts agreed 
upon will apply to burglary and robbery policies at 
the rate of 10 per cent on each of these two risks. 
This means an annual reduction of about $100,000 in 
bank burglary and robbery insurance costs in those 
states where these special units are being maintained 
to supplement the constituted authorities. The cas- 
ualty companies are not forfeiting revenue unless it is 
merited by a reduction in hazard. This saving in in- 
surance costs will materialize without any offsetting 
increase to banks without vigilante protection.” 


Reparations Bag-Holding 


EFINITE steps are now being taken in Europe in 

the direction of a revision of the Dawes Plan and 
a final solution of the German reparations problem. 
Now that the elections in this country are over, it 
may be expected that the United States will be drawn 
into the discussions which, despite the atmosphere of 
higher economics that clothes them, hinge on one point 
—who is going to hold the bag? 

It has been the settled policy of the United States 
to refuse to consider German reparations obligations 
and allied war debts as related subjects. Europe has 
found it impossible to look upon these two matters as 
separate questions. 

In its recent monthly review the Midland Bank, Lon- 
don, says: “Although officially, in accordance with 
the American standpoint, the two questions of repara- 
tions and of allied debts are to be regarded as distinct, 
it is inconceivable that the answer to the first will 
not be influenced by consideration of the second.” 

Superficially, logic may be on the side of the Euro- 
pean viewpoint. The more they receive from Ger- 
many the more they can pay on war debts. Such an 
obvious fact is recognized by the United States. 

But the point which must not be lost sight of is 
that there is a great difference between recognition 
of a self-evident situation and the acceptance of a 
principle. Once the United States agrees to consider 
reparations and debts as inseparable elements of a 
single question, it perhaps puts itself in the position 
of a bank that swaps two-name paper for one-name 
paper. 

Should the United States admit that war debt pay- 
ments are based on reparations payments, then the 
debtor nations could step out of the picture, assigning 
their claims against Germany. Then this country 
would hold only one-name paper, and the bag. 


Tomorrow’s Federal Reserve 


T will not be long now before Congress will be in 

session. Except for the annual budget there will 
be little for it to do, but it must make news. 

Money and credit have been the news of the day, 
even in the face of a Presidential campaign. Every- 
body is interested in brokers’ loans and whether or 
not the Federal Reserve System can control the call 
market. There have been definite warnings that Con- 
gress is going to try to do something about the Re- 
Serve System’s power over the uses of credit. 

But in the opinion of many observers a short ses- 
sion of Congress is no time to meddle with the Fed- 
eral Reserve System. Spectacular truly, this struggle 


whith has been going on for command of the nation’s 
credit, but sound judgment on news values is no cri- 
terion for legislative action. The Federal Reserve 
System is a vital element—perhaps the very keystone 
—of the economic structure of the country. It is no 
“question” to be answered by a hasty bill jammed 
through a short session of Congress. 

The time is coming for Congress to consider the 
Federal Reserve System. It is not perfect, like other 
creations of Congress or any man-made thing. It was 
born amidst the echoes of distant battles; it took its 
first steps to the cadence of marching troops; it set- 
tled into its stride through the fog of world chaos. It 
knows its own short-comings better than its critics, 
far better than its progenitors, the legislators. 

If there is a task ahead of Congress in improving 
the machinery of the Federal Reserve System then it 
can not be accomplished by a few speeches and the 
rattle of roll-calls. When the time comes for Con- 
gressional action then a scientific study of the present- 
day requirements of the Reserve System is an obliga- 
tion Congress owes the country, and it is not an obli- 
gation from which Congress can discharge in the few 
weeks between December and March. 

The banks are the most directly concerned with the 
outcome of any Federal Reserve legislation. It is up 
to the banks to demand care not speed that reason— _ 
not emotion—be written into any revision that may 
be adopted. 


Take the Offensive 


TTACK is the best defense. This time-tried mili- 
tary axiom works in other fields. 

Business interests are realizing that credit frauds, 
swindling schemes and fakes of one kind or another 
make imposing totals year by year. Business bandits 
do not hesitate to use banking facilities. Frequently 
they find it necessary to work through a bank. 

In these “rackets” the bank is an entirely unsuspect- 
ing party. Nevertheless use has been made of the 
bank. And it is only a short step from putting one 
over on a bank indirectly to trying to put something 
over on a bank directly. 

Investigation of transactions which disclose pecu- 
liarities, even though the bank has no responsibility, 
may uncover outlaw operations. A customer may be 
placed on his guard. The protection of business is 
the protection of banking. By going after business 
crooks the bank is defending itself. 


The Convention and the Public 


UBLIC interest in the Philadelphia Convention, as 
evidenced in the countless columns devoted to it in 
the newspapers and periodicals, should be a source of 
gratification to the bankers of the nation. This pub- 
lic interest denotes not alone a very natural desire to 
share in the opinions of those who furnish the credit 
of the country, but a very real feeling of confidence 
in the ability and reliability of the American bankers. 
Year by year this feeling becomes more apparent. 
It has become general, permeating all classes of peo- 
ple and wiping out old prejudices. Efforts of bankers 
to elevate their standards have borne their best fruit 
in the high standards now expected by the public. 
Banking has reached the place where excellence typi- 
fies an institution and anything else would disappoint. 
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As Cartoonists View Events of the Day 


No Longer in the Experimental Stage.—Sykes in the 
New York Evening Post 


EUROPE. WEEK ENDING 
WEEK - 
ENDING UROPE 


U.S. 


ALEAN TIC 


~ 


Eventually —Westerman in the Ohio State Journal Links of the Columbus (Ohio) 
ispate 
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We Study The Specific Needs 
Of Individual Banks 


Before Making Suggestions Regarding 
Their Secondary Reserves 


years of expeti- 
ence in serving the investment 
requirements of hundreds of banks 
in every part of the country, has 
taught us the value of specific anal- 
ysis as a basis for sound recommen- 
dations regarding secondary reserves. 


‘Whenever sufficient information is 
made available to us, it is our practice 
to study a bank in relation to its geo- 
graphical location, the local type and 
condition of trade, its seasonal re- 
quirements, the proportion of time 
and demand deposits, the character 
of its holdings, and other factors im- 
portant in determining the need for 


liquidity and diversification in its in- 
vesting funds. 

On the basis of that analysis, we 
recommend specific securities from 
the major classes of conservative in- 
vestment, with due regard to 
graduated maturities, adequate 


marketability and yield. 


Clients are at liberty at all times to 
call on us for such professional serv- 
ices as analyses of holdings, reports 
on securities and industries, and also 
credit reports. The full facilities of 
this organization are always at their 


disposal. 


A. G. Becker & Co. 


100 South La Salle Street, Chicago 


MINNEAPOLIS 
SEATTLE 


MILWAUKEE 
PORTLAND 
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LOWE R/ 


CLEANING 


—with SEALEX Floors 


HEREVER the floor space — the new 
spot-proof, stain-proof Sealex Lino- 
leum will save you money. All the resilience, 
comfort and quietness of linoleum —and a 


surprisingly easy-to-clean surface! 


You can’t compare Sealex Floors with 
ordinary linoleum—they are so easy to 
clean! Liquids and greases—whether hot 
or cold—wipe right off. Dirt won’t grind 
into the dirt-resisting surface of Sealex 
Linoleum Floors. Jusi ordinary mopping 


Resilient Floors Backed 


—not scrubbing. That’s all. No special 
methods or expensive cleaning com pounds. 


The reason—the latest development in 
the linoleum industry, the Sealex Process 
of manufacturing linoleum which pene- 
trates and seals the tiny dirt-absorbing 
pores throughout the material. Let us tell 
you how Sealex Floors will save you money. 


Bonpep FiLoors Company Inc. 


Division of Congoleum-Nairn Inc. 


General Office: Kearny, N. J. ~ Distributors in principal cities 


by a Guaranty Bond 


When writing to advertisers please mention the American Bankers Association Journal 
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The Gold Rush Days 


By MACK B. JONES 


The Influence that the News of the Discovery in California Ex- 


erted in Practically Every Village and Town. 


Fortunes Founded 


in Fitting Out Pioneers, for the Venture Across the Unknown 
Land. Fremont’s Action Which Added to the National Domain. 


IGHTY years ago next month— 
September, 1848—the first news 
of the discovery of gold in Cali- 
fornia came. When it reached 
the Atlantic seaboard, people from every 
city and village started for the Pacific 
Coast. Of the 100,000 starting that 
year, nearly all of them outfitted from 
the Missouri River between St. Joseph 
and Independence. Missouri was the 
starting point of the original gold rush. 
I have made many trips over the 
Santa Fe trail in the last ten years 
by rail, and I always think of the mar- 
velous change in travel. It took the pio- 
neers four months to make the same 
trip, now so easily and comfortably 
made, but so hard and difficult in the 
old days. Now we can make the trip 
in a little over one day by airplane, in 
less than three days by train, and six 
days by automobile. 


Pioneer Traders 


NUMBER of the old-time merchants 

of Kansas City and St. Joseph 
founded their fortunes in outfitting and 
shipping over the old Santa Fe trail. 
Joseph Rubidoux, a French trader, was 
the first to establish a business on the 
Missouri River, at the present site of 
old St. Jo. He was a shrewd French- 
man and controlled the trade in that 
rich bottom for many years. Fort Rubi- 
doux was one of a string of trading 
posts, or forts, that traded with the 
Indians between there and Fort Bridger 
and Sutter’s Camp. 

I made a trip last year to Sutter’s 
Fort, at Sacramento, which was a large 
trading place and fort built and owned 
by Captain Sutter before the discovery 
of gold. Sutter took over the holdings 
of the Russian government on the Pa- 
cific Coast when Russia evacuated the 
country and was a potentate until Mex- 
ico acquired it. His possessions were a 
vast domain. He had thousands of head 
of cattle, horses, and sheep, and engaged 
in raising grain, hay, and grapes, at the 
same time running his Indian trading 
post. 

The fort was built of adobe with 
thick walls. Inside he had all kinds 
of industries; could make wagons, har- 
ness, saddles, shoes, wine, and whiskey. 
He had a tannery, blacksmith shop, 
rooms for travelers, and kept all kinds 
of Indian supplies, and was headquar- 
ters for all activities in the Sacramento 
Valley. The Indians would come and 
camp outside the fort and trade skins 
and furs. They were not allowed to 


Going West for 
Gold 


arrows, thirty- 
foot snows and the ter- 
rors of the unknown did 
not check the California 
gold rush. Many perished 
but thousands got through 
to the land of promise 
where an Empire was added 
to the domain of the United 
States. Frémont’s action 
which added to the area of 
the nation, by freeing Cal- 
ifornia from Mexico, just 
ahead of a British fleet, and 
carving out a new state. 


come into the fort in great numbers, 
but would be lined up and let in one 
at a time. They were slow traders, and 
it took a long time for a tribe to com- 
plete their deals. The Indians generally 
were peaceful, but it was rather danger- 
ous to meet them on the trail after 
they had taken on a cargo of Sutter’s 
whiskey. The most of the employees 
around the fort were Indians and could 
be depended on, but it was some job 
to keep them awake, as they were rather 
slow and lazy. 


Gold Proves a Calamity 


T the corners of the fort he had 
small cannon mounted and was pre- 
pared at all times to put up a stiff fight. 
The old historic place has been pre- 
served, and the inside has been kept 
the same as when used by Captain Sut- 
ter—his office, the rooms for the guards, 
storerooms, and the different places used 
to do the work of making tools for the 
ranch and afterward for storing sup- 
plies for the miners and emigrants. 
The place is now a museum, and a lot 
of the larger rooms are filled with inter- 
esting relics of the early days of Cali- 
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fornia, consisting of old stage coaches, 
wagons with wheels made from blocks 
sawed from trees, yokes, crude cradles 
for washing out the gold, oil paintings 
and prints of the most prominent pio- 
neers, several rooms being filled with 
relics, pictures, chests and furniture 
that are being catalogued and repaired 
for exhibition, and in time will be the 
most famous museum for old-time relics 
of early California history. Captain 
Sutter supposed that the discovery of 
gold which was made near a saw mill 
on his land would greatly add to his 
wealth, but the inrush of thousands of 
prospectors into a country that had no 
officers or courts proved a calamity. 
The handful of men, which he had to 
protect him from the Indians, was little 
protection from the mad rush of men 
eager to scoop out the gold. 

The prospectors killed off his cattle 
and sheep, stole all his horses. They 
filed claims on his land and took pos- 
session. He was compelled to go to court 
to fight for his rights, which he did 
for years, and in the end lost all his land 
and possessions. The discovery of gold, 
instead of helping him, as he supposed 
it would, made others rich and ruined 
him, ending with his being reduced to 
poverty. Sutter was a good soldier, a 
brave pioneer, and helped many of the 
first miners over their prospecting 
period; many of them, together with 
Sutter, developed the great Sacramento 
Valley, which would probably have re- 
mained unknown for years but for the 
gold discovery. 


Into the Unknown 


Prior to 1845 that great domain 
lying west of the Rocky Mountains 
and extending to the Pacific Ocean was 
practically unknown. The Pawnee In- 
dians were vicious savages and daring 
thieves, and made life miserable for the 
7000 emigrant wagons and the 40,000 
oxen that comprised the great overland 
caravan that left Independence, Mo., 
for Oregon and California in May, 1846. 
The only means of communication with 
the wagons in advance was by leaving 
messages on bleaching skulls of animals 
or pieces of paper stuck in the clefts 
of sticks driven in the ground. 

Among the vast throng that rushed 
to the California gold fields was my 
grandfather and his family. With him 
was my father, then a very young boy; 
in after years he made several of these 
overland trips, and would never tire 
telling us stories of his travels and 
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trials. My father’s name was Middle- 
ton N. Jones, being born in Kentucky 
and raised in Parkville, Mo.—this was 
in 1852. When he was four years old 
his father, together with other families 
in that section, outfitted and started 
with his family for California. 

He had several teams of oxen and 
wagons, forming part of the great train 
heading for the gold fields. Each train, 
as it was called, was organized with 
a captain, who had absolute control, 
directing the manage- 
ment of the train that 
usually consisted of 
from fifty to one hun- 
dred wagons; the 
captain, in turn, 
appointed his 


lieutenants and guards, who rode horse- 
back with the train and guarded it day 
and night. The older men rode in the 
wagons with the women and children, or 
walked, helping to drive the oxen, as 
they moved very slowly, and the train 
could only make a few miles each day. 


The Start 


§ Bde! started usually in a body from 
Kansas City, where they had gath- 
ered to wait for the starting day. Some 
of the party having arrived ahead of 
time and camping for several weeks 
waiting for the eventful day that was 
to be the beginning of their much- 
dreamed-of fortune. The men were 
mostly rough, hardy pioneers, and the 
women brave and ready to endure any 
hardship and privation that might be- 
fall them. At last the great day ar- 
rived and the start was made with 
everyone being excited and anxious to 
head for the Golden West. 

The time for the start was usually 
after the first grass began to show green 
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enough for cattle to crop, as it was not 
possible to carry fodder enough for the 
train, as the stock must rely mostly on 
grass to keep in condition. At that time 
Kansas was a vast plain with hardly 
any settlements and very little wood, 
buffalo chips being the main reliance 
for fuel, which, when perfectly dry, 
made an excellent fire for cooking, giv- 
ing out heat almost equal to soft coal. 


& 


The train at all 
times must be pre- 
pared against Indian 
attack, as the In- 
dians would crawl 
up through the prairie grass and shoot 
arrows into the cattle and try to stam- 
pede them, thus leaving the train help- 
less. In the morning, when the cattle 
were yoked, some would be wounded, but 
very few would be killed by arrows. 
Most of the time, especially through 
Colorado and New Mexico, guards would 
ride around the train all night to guard 
against prowling Indians and protect it 
from prairie fire which the Indians 
would start. My father’s party had 
several rather severe fights, but no one 
killed—their most serious trouble was 
in fording the streams and getting the 
heavy wagons across; at times they 
made rafts from cottonwood logs, which 
would be floated across, tied at one bank; 
then ropes carried across the men, and 
horses would land the rafts and unload 
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one wagon, pulling the raft back for 
another load. Some streams would take 
several days to cross without much bad 
luck. My father’s family arrived at 
Ash Fork, Ariz.; the yellow fever had 
broken out along the trail and my 
grandfather had taken the disease, He 
died and was left in an unmarked grave 
near Ash Fork. 

My father said the only recollec- 
tion he had of his mother was seeing 
her riding a horse and carrying a big 
black snake whip, as she was forced to 
drive the oxen from Arizona to Cali- 

fornia. She arrived 
safely at Sacramento, 
but died shortly after- 
ward from childbirth and 
exposure. They left five 
children, the youngest 
being less than five years 
old. Fortunately, they 
had a number of friends 
among the miners, who 

took charge of 

the children, sold 

out the wagons, 


oxen and personal effects, and shipped 
the family of orphans back to Missour! 
when the boat sailed. 

My father’s oldest brother, then a lad 
of twelve years, helped them all on 
board, and they all visited and talked 
of relatives they soon hoped to see; 
when the gangplank was about to be 
raised, the boy waved good-bye and 
jumped off, having decided to remain 
in California. He worked among the 
miners and managed to make a living. 
After becoming of age he came into 
possession of a Mexican land grant in 
some way and exchanged that for sev- 
eral thousand head of sheep. He wrote 
to the family for twenty years and 
finally disappeared, and has not been 
heard of for over fifty years, probably 

(Continued on page 507) 
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THE APPROACHING 
CONSOLIDATION... 


Creating A NEW BANK 


of nation-wide importance in size and service 


HE approaching .con- 

| solidation of Illinois 

Merchants’ Trust 

Company and Conti- 

nental National Bank 

and Trust Company 

of Chicago under the name ContTI- 

NENTAL ILLINOIS BANK AND TRUST 

Company will unite Chicago’s two 

largest banks to form a banking 

house of nation-wide and interna- 
tional importance. 

In size, CoNTINENTAL ILLINOIS 
BANK AND Trust Company, with 
its resources of more than a billion 
dollars, will rank with the foremost 
banking houses of the world. 

The new institution will serve 
more banks in this country and 


abroad than any other bank in the 
United States. 

It is planned that the consoli- 
dated bank will be a member of 
the Federal Reserve System. 

The uniting of our Bond Depart- 
ment and Continental National Com- 
pany to form ConTINENTAL ILLINOIS 
Company will not only create a 
$20,000,000 securities company, 
but will bring together two organi- 
zations of unusual experience and 
equipment in the investment field. 

To our customers and to all 
those interested in the enlarged 
service facilities to be offered by 
the new bank, we extend a cordial 
invitation to communicate with our 
officers. 


ILLINOIS MERCHANTS 


TRUST COMPANY 


Resources Over 4 5 O -AGllion Dollars 


CHICAGO 
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A FEW USERS 
YOU KNOW 
Union Trust Co., 
Cleveland, Ohio. 


United States Nat'l Bank, 
‘ortland, Ore. 


Savings and Trust Co., 
Washington, D. C. 


Chicago Trust Co., 
Elyria, Ohio 


YOUR: TELLER/ ELBOW | 
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Answering the Riddle of 


Prosperity 


By WALDON FAWCETT 


Government Inquiries are Under Way Which Will Produce an 
Entirely New Stock of Business Facts. The Results Taken To- 
gether May Furnish the Clue to the Riddle of Prosperity by 
Showing How Good Business May Be Sustained in its Trend. 


N first impulse, it must have 
appeared a far cry from the 
organization of the Domestic 
Commerce Division in the De- 

partment of Commerce to any form of 
constructive service for the banking 
community. This, despite the contribu- 
tion which has been made by the senior 
unit in the same environment—the Bu- 
reau of Foreign Commerce. The latter 
has been enabled to add to bankers’ 
knowledge of foreign governmental loans 
and foreign investments in general, 
thanks to its resources for gathering in- 
formation abroad and the prestige at- 
taching to Federal research overseas. 
But no equivalent opportunity was 
manifest for the Domestic annex, when 
that institution was set up a few years 
ago to study marketing and distribution 
in the continental United States. 

Confounding its scant promise, the Di: 
vision of Domestic Commerce is gradu: 
ally developing a breadth of operations 
that bids fair to yield information useful 
to banking executives. Indeed, it might 
almost be said that the contribution will 
be invaluable at this juncture when there 
are serious disparities to be reconciled be- 
tween the war-nurtured facilities of 
production and the consumptive capacity 
of the nation. Paralleling the program 
of the Domestic Commerce Division is 
the effort of the Federal Trade Commis- 
sion to appraise competitive practice. 
The sum total represents the most seri- 
ous and most extensive attention to eco- 
nomic problems which the executive 
branch of the Government has accorded 
at any time in its history. 


Mapping Wholesale 


Territories 


HE approach to the economic objec- 

tive by the Domestic Commerce Divi- 
sion has been a gradual development. 
In the beginning, the aspirations of this 
agency were frankly mercantile. For 
example, the new office of information 
essayed, early in its career, a series of 
studies of the problems of retailers. 
The broadened vision inaugurated a 
series of regional market surveys, so 
called. The system of regional survey- 
ing represents an effort to break up 
the United States into some ten or 
twelve major marketing areas, each com- 
prising several states but not necessarily 
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USINESS information 

is behind the times be- 
cause new methods have 
developed so rapidly in the 
past few years that very 
little is really known about 
many present day prac- 
tices. Investigations being 
made by the Government 
will throw the light of un- 
derstanding upon retail 
credits, installment sales, 
chain stores and _ other 
modern problems which 
wil enable intelligent 
efforts to reconcile war- 
nurtured facilities of pro- 
duction with the consump- 
tion capacity of the nation. 


conforming to state lines. By way of 
illustration of this disregard of political 
divisions, it may be noted that the Sur- 
vey of the Southeastern States, with 
Atlanta as the pivot, has embraced por- 
tions of Virginia, Tennessee and other 
border states. Akin to the regional sur- 
veys is the project of the Domestic Com- 
merce organization for “mapping” of 
wholesale territories, solely in terms of 
transportation channels, and the geo- 
graphical, racial, and social factors that 
influence the flow of trade to the several 
centers. 

While essentially a charting of distri- 
bution, the unique new system of regional 
surveying has developed a_ breadth 
which gives it various contacts for the 
banking community. The financing of 
distribution, no less than the machinery 
of distribution, has required recognition 
in a composite picture. Furthermore, 
this type of survey has proved singularly 
revealing as to trade trends and changes 
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in marketing habits—the symptoms of 
evolution that are so significant to the 
banker who is thinking in terms of to- 
morrow, or the day after tomorrow. 
This device of regional surveying bids 
fair—once the entire country has been 
analyzed—to answer the riddles of 
“spotty” prosperity, even as another 
new project of the Department of Com- 
merce, the forthcoming National Census 
of Distributors, holds promise of the 
first authoritative answer to the ques- 
tion: Are there too many retailers? 


An Adventure in Research 


ET closer to the banking community 

has the Division of Domestic Com- 
merce come with its latest adventure in 
research, the National Survey of Retail 
Credits. Here there is an element of 
active participation. Representative 
bankers were present at the conference 
at which a nation-wide study of retail 
credits was decided upon. Bankers, in 
conjunction with members of the Na- 
tional Retail Credit Association, will co- 
operate in the canvass which will en- 
compass the last half of 1928 and the 
first half of 1929. The volunteer coop- 
erators will undertake most of the field 
work, other than that which may be 
carried on via mailed questionnaires, 
leaving it to the organization at Wash- 
ington to consolidate the returns, tabu- 
late, and interpret the statistics. 

In popular gossip it has been assumed 
that the National Retail Credit Survey 
was inspired by unrest or curiosity re- 
garding the mounting volume of install- 
ment sales. This may have been an un- 
derlying motive, but the officials of the 
National Retail Credit Association, 
when petitioning Congress for funds, 
stressed other incentives. One urge to 
inquiry was the gradual slowing of col- 
lections, which the credit men asserted 
has been noticeable in certain lines for as 
much as two years, and which is spread- 
ing. The other argument presented was 
the increase in the number of business 
failures and the economic waste entailed. 
Commerce officials accepted as conserva- 
tive the estimates of $1,000,000,000 as 
the annual loss from inefficient credit 
methods. 

Digests of the commercial mortality 
statistics for 1927 prepared at Wash- 
ington indicate that a disproportion of 
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recent bankruptcies have occurred among 
the smaller business houses. A corre- 
sponding disproportion has characterized 
the accounts receivable in the average 
individual failure. Accounts receivable 
have not been held in the proper rela- 
tion to capital invested. The seriousness 
of this has been emphasized by the more 
conservative credit men with evidence of 
the extent to which accounts receivable 
shrink in liquidation. “Exhibits” have 
been produced to prove that in many 
instances these accounts do not yield 20 
per cent of their book value. Hence the 


plea for a Governmental diagnosis of 
retail credit as a prelude to reformation. 


Installment Selling 


Retail Credit Survey might be 
subtitled: A Study of the Cost of 
Retail Credit and a Survey of Methods 
of Credit Ex- 
tension. Thus 
may be _indi- 
cated the prin- 
cipal points of 
attack. A try- 
out, or “sam- 
pling” survey 
has been con- 
ducted in the 
city of Balti- 
more and, with 
this as a guide, 
a pattern will 
be worked out 
for the country at 
large. The cross-ex- 
amination will be di- 
rected mainly at represent- 
ative retailers and repre- 
sentative consumers. Sum- 
maries will be worked out 
representing groups by geographic divi- 
sions and by types of business. In a 
general way, it is the plan to ask of each 
merchant reporting, facts covering his 
total sales for a year, as compared with 
sales in the previous year; the percent- 
age of installment sales to total sales; 
the percentage of charge sales on open 
account; the outstanding accounts re- 
ceivable of the two classes; the losses 
sustained, respectively from installment 
sales and open accounts, etc. Set over 
against the credit structure will be the 
cash transactions of the individual store. 
Frankly, this Federal survey of retail 
credits has been inspired, in part at 
least, by the foes of extravagance in 
credit extension and the conservatives 
who apprehend that a large volume of 
outstanding installment credits may be- 
come, in time of business depression, a 
pall of frozen credits that would further 
chill buying by consumers. This may 
not be construed however as invoking 
instinctive prejudice in the inquiry. 
Rather is it the ambition in Govern- 
mental quarters to ascertain in explicit 
terms, the cost of retail credit (an ele- 
ment of overhead never heretofore satis- 
factorily segregated) and to indicate on 
this showing what commodities may be, 
and what may not be, profitably sold on 
the installment or deferred payment 
plan. 
With retail sales in the United States 
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approximating $40,000,000,000 a year, 
60 per cent of which involves credit in 
some form, the officials of the National 
Retail Credit Association and the bank- 
ing organizations that have conferred 
at Washington are convinced that there 
is direct relationship between the credit 
structure and the retarded pace of col- 
lections. Accordingly, the Federal in- 
quisitors have been induced to supple- 
ment the main subjects of investigation 
by research in retail circles covering 
monthly balance, collections, bad debts, 
and the detailed administration of cred- 
its. Several private agencies, already 
in possession of credit information, have 
volunteered to place these data at the 
disposal of the Government. Coopera- 
tion of this character will come from the 
National Association of Finance Com- 
panies and the National Retail Furni- 
ture Association. 

As been 
mentioned, the 
secrets of retail 
credit are to be 
sought from op- 
posite directions 
simultaneously. 
From the inter- 
rogation of rep- 


Light 
on 
Prosperity 


resentative consumers it is hoped to 
show to what extent the incomes of rep- 
resentative groups of the consuming 
population are mortgaged in advance. 
Indication will be given of the relative 
importance of the leading open charge 
account bills and installment purchase 
payments in this mortgaging of income. 
This will be shown for the leading oc- 
cupational groups in each district of the 
country. It is also hoped to ascertain 
the influence of income from investments 
and the income of the several wage 
earners in a family on the credit habits 
of the population. 

Promising that returns will be held 
in strict confidence as an inducement 
for the surrender of intimate informa- 
tion, the Government will ask the retail- 
ers, chosen as representative, to check 
the kind of business they do; the kinds 
of goods they sell in each class of ac- 
counts, cash, open credit, and deferred 
payment; the usual deposit required on 
deferred payment; the usual number of 
payments and the life of the contract; 
sales in each of the three accounts; re- 
possessions and salvage on deferred pay- 
ment sales; the outstanding balance, or 
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accounts receivable, on open credit and 
deferred payment sales separately for 
twelve months; and the collections on 
each of these accounts in the correspond- 
ing months of the previous year; bad 
debts in each of the two credit accounts 
separately; extent of the use of finance 
companies; and the method of credit 
scrutiny employed by each firm. 

Bankers who are convinced that, in 
spite of all they may do, obsolescence of 
industrial plants and equipment has in- 
adequate recognition in many of the bal- 
ance sheets presented to them, may wel- 
come yet another investigative undertak- 
ing upon which the Division of Domestic 
Commerce is entering. This is desig- 
nated a Survey of Industrial Equipment 
but its main objective is the measure- 
ment of depreciation in factory installa- 
tions. The timeliness of the exploration 
is manifest inasmuch as much of the 
blame for the current profitless pros- 
perity in industry is laid at the door of 
obsolescence—an unwillingness on the 
part of manufacturers to face stern 
facts and scrap machinery which has not 
only outlived its usefulness but has be- 
come an economic encumbrance to the 
extent that it excludes more modern and 
more efficient installations. One purpose 
of the Survey of Industrial Equipment 

is to enable the 

everyday busi- 

ness man to dif- 

ferentiate more 

sharply between 

obsolescence, 

which is occa- 

sioned by style 

changes, the 

progress of in- 

vention and like 

upheavals, and 

depreciation, 

which is due to 

wear and tear. 

Coincident 

with the investi- 

gative activities of the Commerce De- 

partment are twin inquiries of the Fed- 

eral Trade Commission, that should ulti- 

mately contribute to the sum total of 

the knowledge of financial and industrial 

America. One of the studies, national 

in its scope, is the Resale Price Mainte- 

nance Inquiry. Balancing this, and in- 

terlocking at various points, is the Chain 

Store Inquiry. The former was under- 

taken by the Trade Commission on its 

own initiative and comes as the logical 

sequel of the Commission’s inquiry into 

Price Basing Systems, such as the 

“Pittsburgh Plus” device of the steel 

trade, and its scrutiny of Open Price As- 
sociations. 

The action of the Senate in placing 
the chain store institution on the defen- 
sive may render this investigation the 
more interesting to bankers. The Reso- 
lution of the Senate testifies to the rise 
in Congress of a sentiment of suspicion 
with respect to what is known as the 
“promotion type” of chain store. Wash- 
ington has been warned that the enthu- 
siasm for consolidations, absorptions 
and expansion in the chain store field 

(Continued on page 510) 
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from NAIROBI 


Remember these points about It’s hard even to pronounce the names of a lot of 


A-B-A Cheques places where A-B-A Cheques are cashed. As the 
travel cheques of the American Bankers Association 


they are known and accepted everywhere—almost 
as readily in Lubljani as in Rome or Vienna, Los 
Angeles or Chicago. They are complete insurance 


. They are bankers cheques, drawn by a 
against loss or inconvenience when travelling. 


. They are the travel cheques of the Amer- 
ican Bankers Association. 


Bankers Trust Company, N. Y. 


3. They are certified, and hence legally ac- Agents for the Issuing Banks 


ceptable in payment of U. S. Customs 
duties. 


. As two-name paper they are often ac- AMERICAN BANKERS ASSOCIATION 


corded preferential treatment in foreign 


exchange. A B ‘ A C t d 
- They grevide, at reasonable cost, com- er 1 1e 


plete insurance against the loss of travel 


funds TRAVEL CHEQUES | 
‘>BUY THEM FROM YOUR OWN BANK-=-- 


When writing to advertisers please mention the American Bankers Association Journal 
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No Royal Roads 


No royal roads, no opportune 
theories, no arbitrary formu- 


lae, no guesswork, are em- 


ployed in the making of an 


American Appraisal. Value, 
as set forth in an American 
Appraisal is invariably the re- 
sult of detailed observation 
and exact cost data. Such facts 


are their own justification. 


THE 


AMERIGAN APPRAISAL 


GOMPANY 


Atlanta Cincinnati Kansas City New York St. Louis 
Baltimore Cleveland LosAngeles - Philadelphia Syracuse 
Boston Dallas Milwaukee Pittsburgh Tulsa 

Buffalo Detroit Minneapolis San Francisco Washington 
Chicago Indianapolis New Orleans Seattle Berlin, Germany 


A NATIONAL ORGANIZATION 


When writing to advertisers please mention the American Bankers Association Journal 
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The Fifty Million Dollar 
Bankers’ Pool 


By P. W. MORGAN 


Director Research, Federal Reserve Bank of Kansas City 


Aid to Agriculture that Paid Profits and Saved an Industry. 
How a Group of Public Spirited Bankers in 1921 Subscribed 
a Fund to Relieve Livestock Credits, Reestablish Standards 
of Value and Breath New Life Into American Cattle Raising. 


E take this opportunity 

to report that with the 

payment of the distribu- 

tion today the affairs of 
the pool are practically closed, and it is 
desired to now thank all the banks that 
aided in this enterprise.” Thus began 
a final report, issued recently at Kansas 
City by M. L. McClure as president, an- 
nouncing to participating banks that the 
purposes of the Stock Growers Finance 
Corporation—otherwise known as_ the 
$50,000,000 Bankers’ Pool—had been 
fully served and the organization was 
forthwith to be dissolved. 

And so was consummated, with great- 
er success than its promoters had dared 
to hope, the most ambitious project for 
financial relief to a great basic industry 
yet undertaken by bankers in this or 
any other country. 


Hectic Times 


Fo a proper setting for this report— 
a sympathetic understanding of the 
conditions which called into being this 
pool—one must hark back to the hectic 
times late in 1920 and early in 1921. 
The livestock industry was prosperous 
during the World War as perhaps never 


before. The high prices obtained had 
stimulated production until there was 
over-production. Enormous amounts of 
money and credit had been required to 
finance the business of production, feed- 
ing and marketing on so large a scale, 
and the industry was heavily in debt. 
Then came the close of the war; later 
the demobilization of the armies; and 
with no further urge to supply food for 
our millions of fighters abroad and those 
of our allies, consumption was sharply 
reduced, and prices on all classes of live- 
stock fell 50 per cent to 75 per cent. 
Not only were permanent livestock 
values destroyed, but breeding herds 
throughout the country were being 
sacrificed and many banks and loan com- 
panies in the livestock district, whose 
stability depended on livestock, were in 
distress because of these conditions. 


Mr. Mellon’s Proposal 


BANKERS throughout the United 
States were quick to realize that 
Something must be done, and without 
delay. Meetings were held in the spring 


Helping Hands 


RISIS in the cattle in- 

dustry was met by the 
concerted effort of 207 
banks in all parts of the 
country to provide the 
needed financial relief. Not 
only was the necessary as- 
sistance forthcoming but it 
was demonstrated that 
some measures of farm re- 
lief can be administered 
with profit to all concerned. 
The accompanying article 
shows the results of a 
banking experiment in the 
field of agriculture. 


of 1921 by those interested to plan some 
sort of relief for the situation. It was 
suggested that Congress be asked to re- 
new the operations of the War Finance 
Corporation which had functioned dur- 
ing the war, but had ceased to make 
loans, the law having expired. But 
Congress was not then in session, and a 
wait of several months would perhaps 
delay matters too long. é 

Then Secretary of the Treasury 
Mellon proposed a temporary pool be 
formed to relieve the immediate situa- 
tion, pending Congressional action. 
Things began to happen. Governor 
Benjamin Strong of the Federal Reserve 
Bank of New York and J. P. Morgan 
announced New York banks would sub- 
scribe $25,000,000 to such a pool pro- 
vided outside banks would subscribe a 
like amount. A committee, appointed 
in Chicago, after a canvas for sub- 
scriptions, reported banks in other lead- 
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ing cities were willing to participate in 
a total amount of $24,000,000. The New 
York banks patriotically agreed to let 
their subscription stand at $25,000,000, 
thus making a pool of $49,000,000. 


Organization 


_ next move in this enterprise was 
to organize a corporation as an in- 
strument to distribute the funds in the 
way best suited to accomplish the results 
desired. It was named the Stock Grow- 
ers Finance Corporation. A nominal 
capital of $1,000 was provided and in- 
corporating officers and directors were 
elected. 

In order to carry out the desire of the 
subscribers, to render the industry the 
largest measure of assistance possible 
consistent with sound livestock loaning 
practices, the board of directors through 
its executive committee was given abso- 
lute power to make such conditions, 
rules and regulations for the operation 
of the corporation and the loaning of 
its funds, as would in their judgment 
most nearly carry out the purposes of 
the underwriting, and be for the best 
interest of the corporation and of the 
livestock industry. The only provisos 
were that loans should not be made at 
a rate of discount exceeding 8 percent; 
that original loans with renewals there- 
of should not exceed a period of thirty 
months; and that the total amount of 
paper held by the corporation at any 
one time should not exceed the maxi- 
mum engagements of the subscribing 
banks. 

The subscribing banks agreed to pay 
into the corporation from time to time 
from July 1, 1921, up to and including 
June 30, 1922, such sums as the execu- 
tive committee should deem necessary 
for the purpose of the corporation, but 
not exceeding in total the maximum 
subscribed, such payments being pro- 
rated among the subscribing banks ac- 
cording to their maximum engagements, 
and to bear interest at the rate of 6 per- 
cent per annum payable semicannually. 


Advisory Committees 


HE executive committee established 
headquarters in Chicago as a base 
for its operations and began doing busi- 
ness July 20, 1921. This committee of 
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six directors appointed by the board 
consisted of M. A. Traylor, John R. 
Washburn, John Fletcher, S. T. Kiddo, 
F. H. Connor and O. T. Reeves, Jr., all 
of Chicago, and M. L. McClure of Kan- 
sas City, who was made president of 
the organization. F. H. Connor was 
vice President, John R. Washburn was 
treasurer, and John Fletcher was secre- 
tary. 

The committee entered upon its task 
with an earnest, active cooperative ef- 
fort to relieve speedily the situation 
by relieving livestock credits. It met 
three or four times each week during 
active operations. No loans were made 
on paper bought until considered by 
the committee and accepted by it. Ad- 
visory committees, some twenty in num- 
ber, were appointed to investigate and 
report on loans at livestock loaning cen- 
ters. They patriotically served without 
pay and, because of their intimate knowl- 
edge of the conditions and needs in their 
respective localities, they were of very 
great assistance to the committee. 


Effect of Bank Confidence 


HE first loan made by the corpora- 

tion was on July 20, 1921, and in the 
114 business days of its loaning opera- 
tions the average amount loaned per day 
was $177,368. Thus the total original 
loans for that period amounted to $20,- 
220,000, and were made in twenty states. 
It became evident by December 1, 1921, 
that the War Finance Corporation which 
had been rejuvenated by Congress would 
carry on the work the pool was doing. 
Hence from that date the corporation 
was liquidating. This was delayed by 
drought and a promise made by the pool 
that loans taken would be carried for a 


period of three years, if necessary; and 
then by a further fact that a number of 
the loan companies and banks, which 
had endorsed the loans, had failed and 
left the collection of the debit to the 
pool. 

“Your efforts to relieve livestock 
credits were well received and there have 
been many expressions of commendation 
for this work done and results obtained,” 
the president wrote in summing up his 
report. “Quotable prices were estab- 
lished immediately for breeding herds. 
The fact that the large banks in the 
United States had enough confidence in 
the future of the livestock industry to 
loan large sums on this security had a 
tremendous effect and inspired confidence 
and put heart into the industry. It en- 
abled marketing of livestock to be car- 
ried on in an orderly manner. Money 
loaned by the pool, which was used for 
the purchasing of 40,000 to 50,000 year- 
ling steers in the breeding country, put 
a value on that class of cattle. 

“On the whole the object of the pool 
was realized and the promoters and par- 
ticipators in it are to be congratulated 
on the result of their efforts to sustain 
a great industry that was sadly in need 
of help. Conditions were very hazard- 
ous when the pool was organized. Hence, 
you are also to be congratulated that 
there was some little profit and no loss. 
Total net profit paid participating banks 
was $539,855.25, about 3%4 percent.” 


Summary of Operations 


Total amount subscribed by 
banks: 
New York City 
Other cities 


$25,000,000.00 
24,001,000.00 


$49,001,000.00 


November, 1998 


Total subscriptions called for 
and paid in 
Number of banks which sub- 
scribed to the pool 207 
Subscriptions repaid to banks. $14,524,000.16 
Interest paid subscribing 
708,205.09 


banks 
Total repaid 

15,232,205.25 
539,855.25 


banks 
20,220,000.00 


$14,692,350.00 


Net 
banks 
Total original loans made.... 
Largest amount of bills re- 
ceivable on hand at one 
time 16,552,000.00 
Total net interest and dis- 
count collected 1,038,197.51 
Interest paid banks for tempo- 
rary accommodations pend- 
ing collection of assessments 
and to repay subscriptions. 
Total expenses of operations. 
Losses sustained 


Liquidating Process in 
Florida 


This liquidating process appears to 
be under control, but is still going on. 
For proof I cite the fact that bank 
deposit decline has halted from the most 
precipitous downward slump _ perhaps 
ever witnessed, has leveled out, and now 
shows an upward trend again for the 
first time since 1925. Deposits went off 
from $501,000,000 to $199,000,000 in 
twenty-one months, the greater part 
taking place the first six months. 
Think of it! A loss of $302,000,000 in 
deposits, or 60 per cent, in twenty-one 
months. More than $14,000,000 a month 
out of state banks for twenty-one months 
—better than half a million dollars for 
every business day. ... To have this 
disaster come to pass in a business deal- 
ing in money, the most timid, elusive 
thing on earth, and have only 30 per 
cent of the institutions succumb, and 
practically one-half of these reopen 1s 
indeed remarkable——Comptroller Ernest 
Amos of Florida. 
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R. VAN LEAR BLACK is President of the Fidelity Trust Company 
MM Baltimore, Md. The above cablegram was sent from Cairo to 
his son-in-law in London. It is his tribute to the Helpful 
Hand of American Express Service. In foreign lands there are about 
2,300 Express employees giving day-by-day service such as this to travel 
patrons and to those who carry American Express Travelers Cheques. 
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Even Pleasure Contributes to the Safety of 


Electric Power and Light Bonds 


Glittering gems of light - -- - flashing frivol- 
ities -- -- sparkling signs --- -suffusing glow 
of colors - - - - Electricity in its gayer mood. 


The uses of Electricity are not all prosaic, 
workaday ones. The quest for amusement, 
so universal in modern American life, has 
brought new growth and larger earnings 
to Electric Power and Light Companies, 
and added to the safety of their bonds. 


THOMPSON ROSS & CO. 


ESTABLISHED 1912 
INVESTMENT SECURITIES 
29 S. La Salle St: + Bank Floor 
CHICAGO 


NEW YORK Telephone Randolph 6380 BOSTON 
Copyright 1925, T.R. & Co. SAN FRANCISCO 
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Brokers’ Loans and Public Debt 


Retirements 


By OLIVER C. LOCKHART 
University of Buffalo 


Government Puts Forty Millions a Month in Security Market. 
Billion Dollars of New Money Made Available for Investment 
In Little Over Two Years is Estimate. 


Slight. 


WO phenomena of the financial 
markets have now for some time 
puzzled many observers. The 
first of these is the sustained 
activity and high level of prices in the 
stock market, in the face of generally 
rising money rates 
and the continued 


situation before accepting it. 

It is obvious that if the revenues 
for debt retirement should be drawn by 
taxation from holders of the debt in 
exact proportion to their holdings, there 
would be no resulting increase in the 


Effect on Call Loans 


Securities Absorbed Far Exceed Broker’s Loans Gain. 


a considerable shifting of funds from 
one group of citizens to another in- 
evitably results. Furthermore, if sums 
which would otherwise be devoted to 
current expenditure diverted 
through taxation and debt retirement to 
the holders of gov- 
ernment obliga- 


effort of banking 
authorities to hold 


10, == 


tions, the amount 


of disposable funds 


speculative activi- 
ties in check. The 
second is the al- 
most continuous 


5, 000 
4, 000 


Yew Corporate Financing 


in the financial 


markets will be in- 


creased. 


Our first line of 


3,000 
growth in the 


volume of brokers’ 
loans. 

These two phe- 
nomena are gen- 
erally conceded to 
be related, and 
hence interest has 


2,000 


inquiry, therefore, 
relates to the 


Devt Retirements 


= 


sources of the 
funds which the 
Treasury has used 
to reduce its debt. 


The figures at the 


been directed to 
the question ot 
sources of the 


Brokers' Loans 


foot of this page 


are derived from 


Treasury state- 


ments. 


funds so plentiful- 
ly supplied to the 


Millions of Dollars 


market. Does this 
growth of market 
funds represent in 
an important de- 


So far as con- 
cerns payments 


made by foreign 
governments and 
used for debt re- 
tirement, there can 


be no doubt that 


gree the backflow 


new funds are 


of the remarkably 


thus made avail- 


large payments 


for retirement of 50 


able to our security 


the public debt in “ 
recent years? 30 


markets either for 
investment or for 


Since the mid- 
dle of 1926, the 
amounts loaned to 
brokers and deal- 
ers in . securities 
through New York City banks report- 
ing this item to the Federal Reserve 
Board have increased nearly 80 per cent, 
or $2,000,000,000. During the same pe- 
riod the net reduction in the gross debt 
of the United States has amounted to 
$2,276,000,000. It seems but a step from 
consideration of these figures to the easy 
conclusion that such a great outpouring 
of funds from the United States Treas- 
ury must have exceeded the normal op- 
portunities for- reinvestment and have 
overflowed into the security loan mar- 
ket. But the conclusion is perhaps a bit 
too easy; we shall do well to analyze the 


Cumulative changes in new corporate financing, debt retirements and brokers’ 


loans, July 1, 1926, to Sept. 30, 1928 


amount of funds available in the money 
and investment markets. But taxation 
and bond-holding—especially ownership 
of the particular issues retired—are not 
distributed in this uniform fashion, and 


security loans. 
But this additon to 
our own funds can 
come only through 
cash payments 
made to our government and used by it 
in debt retirement, or through purchases 
of United States obligations by the for- 
eign governments in this market for 
tender as payment of principal and in- 


Debt Retirements in Fiscal Years 1926-1928 


(In thousands of dollars) 


Average 


Fiscal Years 
- - Annual 


Sources 
Foreign debt settlements..... 
Sinking fund 
Surplus revenue 
Other sources......... 


Totals 


1925-6 


1927-8 
$181,804 
333,528 354,741 
611,755 367,000 
1,232 618 
5,578 3,091 


$1,131,310 $907,254 


1926-7 
$179,217 


Payments 
$176,891 
335,120 
452,174 
806 

2,911 


$967.902 


1928 
— | 
hz: 
| 
| 
$169,650 
317,092 
377,768 
568 
63 
461 
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terest under the settlement agreements. 
Purchases made in the foreign market 
can, of course, have no direct effect upon 
investment funds here; but we have no 
information to show in what markets 
these purchases have been made. 


From Tax Revenues 


SIDE from retirements growing out 
of foreign debt settlements, prac- 
tically all recent payments in reduction 
of the gross debt are due either to the 
operation of the regular sinking fund or 
to the application of surplus revenue. 
They are thus drawn from general reve- 
nues, and the sources of the funds used 
for such retirements may be assumed to 
correspond with the sources of these 
revenues (after excluding receipts on the 
foreign loan account, which are specially 
earmarked for debt retirement.) 

On this assumption it appears that in 
recent fiscal years about 30 per cent of 
retirements out of general revenue have 
been drawn from the proceeds of con- 
sumption taxes—that is, from customs 
and from internal taxes on sales of to- 
bacco and other articles. Some 23 per 
cent are derived from taxes on indi- 
vidual incomes, 34 per cent from taxes 
on corporations and 3 per cent from the 
estate tax. There remain about 10 per 
eent which may be said to have been 
drawn from’ miscellaneous non-tax 
sources, such as receipts from railroad 
obligations owned by the government 
and from Panama Canal tolls. These 
miscellaneous revenues, however, are so 
diverse in character and so fluctuating 
in amount and composition from year 
to year as to render futile any attempt 
to estimate the effect of their use in debt 
retirement upon the supply of funds in 
the financial markets, and they will be 
given no further consideration. 


A Narrow Class 


ONSUMPTION taxes are, of course, 

widely distributed among the popu- 
lation. It seems fair to assume that 
much the larger part of the sums col- 
lected under these taxes would have been 
otherwise expended in current living if 
it had not been requisitioned by govern- 
ment. This means that through taxa- 
tion and debt retirement some part of 
the nation’s current living expense fund 
is transferred to a comparatively nar- 
row class—the holders of government 
obligations. The amount so transferred 
may be estimated roughly at $235,000,- 
000. 

The result of debt retirement out of 
receipts of the individual income tax 
again presents the problem of the fund 
—expense or investment—out of which 
such taxes are paid. Some approxima- 
tion to a solution may be had by refer- 
ence to income tax statistics, which 
show the following distribution of tax 
by income classes in 1926: 


Per Cent 
Income Class of Total Tax 
Under $10,000 
Under 
Under 
Under 100,000 


Over 100,000 
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We shall be safe in saying, then, that 
probably as much as two-thirds of the 
tax on individual incomes is derived 
from persons who could readily save the 
amount of tax which might be remitted 
if sinking fund and surplus revenue 
were not devoted to debt retirement. 
Payment of the debt from this source 
thus represents merely a transfer from 
potential investors to the holders of gov- 
ernment debt to be retired. The esti- 
mated amount of this transfer averages 
about $125,000,000 for the past three 
fiscal years. The remaining third of re- 
tirements effected from the proceeds of 
this tax represents new money to the 
financial markets. 


Merely a Transfer 


ORPORATION taxes, including the 

income tax and other levies affect- 
ing incorporated businesses, contribute 
approximately one-third of the general 
revenue which is applied to debt retire- 
ment, or about $265,000,000 on the av- 
erage. Since this revenue comes mainly 
from profit-making corporations, it is 
fair to assume that this amount would 
have been about equally divided between 
additions to surplus and dividend dis- 
bursements, if it had not been required 
in taxes. Nearly 60 per cent of all divi- 
dends reported to the income tax 
authorities for the year 1926 were re- 
ceived by those whose incomes were not 
over $50,000. We are perhaps war- 
ranted in assuming that about half the 
additional dividends which might have 
been paid (in the absence of corporation 
taxes) would eventually have found 
their way back to the investment mar- 
ket. Including sums that might have 
been retained as corporate surpluses, we 
may conclude that about three-fourths of 
the total tax revenue derived from in- 
corporated businesses and applied to 
debt reduction does not bring new money 
into the financial markets, but represents 
merely a transfer from potential in- 
vestors to those who held the obligations 
retired. 

If we now attempt to draw together 
the threads of this analysis, we shall 
conclude that the use of sinking fund 
and surplus revenue in debt retirement 
in the past three fiscal years has in- 
volved an annual average draft on the 
nation’s current living expense and in- 
vestment funds in the approximate 
amounts indicated in the _ subjoined 
Table III. (In compiling this table the 
wholly indeterminate item of miscel- 
laneous revenues has been ignored). 


Sources of Debt Retirement From 
Tax Revenue 


(In millions of dollars) 


Expense Investment 
Tax Source Fund Fund 


Consumption taxes.... 235 
Individual income tax.. 60 
Corporation taxes 65 
Estate taxes.......... 


This would indicate that debt retire- 
ments drawn from tax revenues are de- 
rived about equally from funds which 
would otherwise have been used for cur- 
rent living expense on the one hand, and 
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for investment on the other. But this jg 
only part of the problem. What be. 
comes of the funds collected through 
taxation when paid out by the govern. 
ment to holders of its obligations? 


During the Lag 


WE may consider first retirements 
effected with the proceeds of taxes 
drawn from the nation’s current living 
expense fund. If the former holders of 
government obligations should use jn 
current consumption the funds repaid 
to them, then debt retirement will have 
no permanent effect whatever upon the 
nation’s investment or loan fund. Tem- 
porarily, of course, during the lag be- 
tween receipt and expenditure, such 
funds may go into banks and may be 
used in the short-loan market. On the 
other hand, if (and to the extent that) 
such debt repayments are permanently 
devoted to investment purposes, there 
will have been a transfer from the na- 
tion’s current living expense fund to its 
saving or investment fund. In other 
words, new money will have been 
brought into the financial markets. 

On the other hand, if the money ob- 
tained through retirements made with 
the proceeds of taxes drawn from the 
nation’s potential investment fund is re- 
invested, there will be no permanent ef- 
fect upon the amount of funds in the fi- 
nancial markets. But if this money is 
used in current consumption, the amount 
of funds in those markets will be re- 
duced. Our problem thus calls for more 
detailed inquiry into the probable use of 
the funds paid over to the holders of 
the government debt, and this resolves 
itself into an examination of the distri- 
bution of government obligations. 

We are wholly without information as 
to the present distribution of any par- 
ticular issue of government securities. 
There are available, however, some 
scraps of information with respect to 
the distribution of the aggregate debt. 
The total holdings of securities of the 
United States and its possessions re- 
ported for 1926 by individual taxpayers 
having net incomes in excess of $5,000 
amounted to $2,187,648,000, or 11 per 
cent of the average of the gross debt of 
the United States outstanding at the 
end of each month in 1926. 


Within the Truth 


ie we neglect the relatively small 
amount of United States securities 
held by those individuals having incomes 
under $5,000, we may say that 89 per 
cent of our public debt is held by others 
than individual citizens or residents, pre- 


sumably mainly by corporations. The 
factors which have tended toward in- 
creased corporation holdings of govern- 
ment obligations are too well known to 
need restatement here. After allowing 
for foreign holdings, the proportion held 
by domestic corporations can hardly be 
put at less than 85 per cent. 

To the extent that securities being re- 
tired are held by corporations, the ten- 
dency must be overwhelmingly toward 

(Continued on page 509) 
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A “raised’’ check enters 
where the skillful 
burglar is barred. Hammer- 
mill Safety for your checks 
affords greater protection 
against check raising and 
altering. 


Vital Points 


Better Protected witn 


HAMMERMILL SAFETY 
PAPER Q) Superiorities 


The new, improved Hammermill Safety i offers better 1. M 
protection at the seven vital points in the make-up of a check. 2, CA ee Cane aoe 
Thi b : f . . : iti hi h b: ki u- 3. Splendid writing surface. 

1S reason O its nine superior les anking exec 4, Mechanical alteration immediately con- 
tives will recognize as presenting a new and more practical spicuous, 

ase stock wate arke a e 
: : Safety”. 
These protective measures, as listed to the right, support one . Surface. design quickly affected by 
another in uniting to foil the would-be check raiser. Note chemicals. 
j . Chain design, semaphore and water- 
afet aper. warning. 
y Pe Protection for the written amount’ 
y date, check number, payee’s name» 
Hammermill Safety Paper is the result of months of laboratory 
experiment; it is worthy of consideration as a Safety Paper for dorsements. 
your bank checks. The coupon will bring you a working kit 
of sample sheets that you may test Hammermill Safety Paper HAMMERMILL PAPER CO. 


at the vital points, and convince yourself. Erte, Pa. 


Made, complete, in the one mill. 


Please send a copy of your working 
Lit of Hammermill Safety Paper. 


SAFETY 


Position 
Name of Printer 


or lithographer 
(Please attach to your business letterhead) 
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Not one vault, but four for the 


CuHase Nationa, BANK 


Fires the Chase NationalBankof = The Safe Deposit Vault has 
New York had absorbed the massive main and emergency 
Mechanics and Metals National entrances. Safe deposit boxes have 
Bank, it built a thoroughly modern been provided to meet the needs 
structure for itsmainofhice. Tomeet of the smallest depositors and the 
the needs of this great bank, one largest corporations. 
of the largest in the United States, The Bank Vault proper is two 
four York vaults were necessary. stories high. The entrances are 
among the heaviest ever installed. 
A steel lining protects the walls. 
This installation, in one of the 
greatest banking institutions in 
the World, bears witness to York 
superiority. The resources of this 
bank are safeguarded by the most 
modern protective devices known. 
The skill and knowledge of York 
Engineers are at your service with- 
out obligation. Write today. 


YORK SAFE & LOCK CO. 
YORK, PENNA. 


Os 


Das By 


ON. 


Graham, Anderson, Probst & White, Chicago, Architects - E. A- 

Strauss & Son Chicago, Vault Engineers. The Trust Department 

Vault of the Chase National Bank is guarded by the York entrance 
below. 
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Manning the Wall Street Machine 


By W. F. WAMSLEY 


Half a Million Men and Women Employed Daily in Wall Street. 
Banks, Brokers and Insurance Offices in Financial District of New 
York Require Army of Keen Workers. Stock Exchange Checks 
Up Transportation Systems to Guard Against Delays to Staff. 


TAND at the corner of Wall Street 

and Broadway any business day 

morning at 9 o’clock and watch, 

hurrying to work, the men and 
women who tend the huge and intricate 
fnancial machine! Two impressions 
predominate; first, the tremendous num- 
bers of them; second, the cleanly, eager 
look of them, their brisk, athletic car- 
riage and general well-fed, well-dressed 
appearance. The subways, the elevated 
trains and the street cars pour them out 
ina long, writhing line, and by the thou- 
sands and tens of thousands they seep 
into their accustomed and appointed 
niches, waiting for the stroke of ten on 
the deep-toned Trinity bells that starts 
the market day. 

Close to half a million of them, mostly 
young men and young women, are em- 
ployed daily in Wall Street. Probably 
three-quarters of that number have 
fitted into tasks having to do with se 
curities, of one sort or another. The 
figures can be but guesses, at best. <A 
scientific census of Wall Street labor has 
never been taken. This or that class of 
employee have been numbered and 
classified, it is true, but the total of all 
who work in the financial district, who 
do the actual physical and mental work 
of keeping the big machine whirling, 
has never been totted up. The idea that 
close to half a million people have their 
business being in Wall Street is gained 
from counts made at the dozen or so 
exits of the city’s transportation com- 
panies on average business mornings. 
These have aggregated well over 400,- 
000. Probably another 100,000 walked 
to work from nearby residences, or 
came by ferry-boat from New Jersey or 
drove to Wall Street in their own cars. 
In one way or another, about 80 per 
cent of these young men and women are 
affiliated with the security business, al- 
though of course, they include the bank 
employees, the employees of insurance 
companies and of the several other lines 
of commerce whose headquarters are 
located in lower New York. 


The Wheel Must Turn 


ROBABLY the nearest to a scien- 

tific survey of its labor which has 
been made in Wall Street is maintained 
constantly by the personnel department 
of the New York Stock Exchange. The 
Exchange, and its affiliated companies, 
has a staff of 1,500 men and women, all 
of them carefully selected and who live 
In all sections of New York and its sub- 


Myrmidons 


HUMAN interest in Wall 

Street is usually por- 
trayed with a story of the 
bright office boy who be- 
comes a millionaire in a 
day. Mr. Wamsley dispels 
this myth with his picture 
of the great host of work- 
ers in the canyons of down- 
town New York, which a 
nation-wide interest in the 
stock market has called into 
being. He throws a new 
light on those who toil for 
the tickers or the allied ac- 
tivities of the financial 
center of the world. 


urbs. It is important—because the 
wheel must turn, come what may—that 
these employees be at their posts at the 
appointed hour, which in the case of the 
Exchange varies according to tasks 
from 9 to 9:30 a.m. 

On a side wall in the personnel depart- 
ment at the Stock Exchange building 
hangs a huge map of New York and en- 
virons. A red thumb tack in this map 
indicates the residence of each Exchange 
employee. An official of the department, 
from early in the morning until work- 
time keeps in constant touch with all 
avenues of transportation used by em- 
ployees of the Exchange, including the 
subway, elevated and surface lines, and 
all of the suburban railroads. Suppose 
a heavy snow-storm has_ temporarily 
blocked the Jamaica line of the Long 
Island Railroad. Possibly 200 Exchange 
employees will be delayed because of 
this blockade, reaching the Exchange 
building half an hour late. That such 
a delay has occurred is known to the 
official keeping in touch with the lines 
of transportation. He can estimate very 
closely how many Exchange employees 
will be delayed and for how long. It is 
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then a comparatively simple matter to 
shift an emergency crew into action, in 
order that the machine may start func 
tioning at its appointed time, and in 
smooth, flawless fashion. 


Intricate Tasks 


LTHOUGH no accurate check has 
ever been made it is estimated that 
Stock Exchange houses employ more 
than 100,000 people, although many of 
them are employed. out of town. There 
are 1100 members of the Stock Ex- 
change, with about 700 active houses. 
The average number of employees is 
between fifty and seventy-five. The 
largest Exchange house in the Street 
has a payroll of 1360, but some of the 
smaller houses get along with twenty- 
five to thirty-five, depending, of course, 
on the amount of business transacted. 
There are to be added to this host of 
workers who come to Wall Street every 
day the men and women who work in 
the Curb market houses, in the employ 
of firms who deal in over-the-counter 
securities and in the vast number of 
firms and partnerships who are not 
members of any exchange, but who deal 
in stocks and bonds independently. 

Their tasks are as intricate as the 
big machine they man. Here must be a 
full staff of brokers, customers’ men, 
bookkeepers, order clerks, telegraph 
and telephone operators, stenographers, 
mimeograph experts and on down the 
list of specialized jobs to those of mes- 
senger boys and runners, of whom no 
less than 10,000 are employed daily in 
the financial district. The institutional 
specialization is no less fine-cut. Sev- 
eral of the larger banks in the financial 
district have a weekly payroll of up- 
wards of 2000 men and women, and any 
number of them run well past the 1000 
mark. 

The rate of pay for this vast army 
of employees varies, quite naturally, 
with the importance of the worker’s task, 
his ability, the circumstances of his em- 
ployment and the attitude toward the 
job of the employee. Possibly the defi- 
nite sum named in the weekly pay-roll 
account measures up favorably, in re- 
muneration, with the rate of payment 
anywhere else in the United States. But 
Wall Street, especially in such prosper- 
ous years as these, is proverbally open- 
handed. At the end of 1927 no less 
than $150,000,000 was distributed in 
cash to employees of brokerage houses 

(Continued on page 492) 
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How the Small Bank Can Deal 
With Chain Stores 


By JOHN ALLEN MURPHY 


Average Chain Store in a Small Community Does Not Carry 
an Adequate Balance and Expects Much for Nothing. Demand 
a Minimum Balance with a Service Charge if it Drops Below. 
Do Not Buy These Accounts with Free Services They Demand. 


BANK in a small city in Penn- 
sylvania recently called in one 
of its depositors and told him 
he would have to keep a larger 

balance. 

“What is the matter with you, Mr. 
Jones?” said the cashier. “You seem 
to be slipping. You carried more money 
with us ten years ago than you carry 
today. Now your balance hardly ever 
runs above $200. It is true that you 
never overdraw and that you take care 
of your loans promptly, but we cannot 
afford to handle your account without 
making a service charge. Beginning the 
first of July, we will tax you $2 a month 
for servicing your account. I am afraid, 
Mr. Jones, that you are not working as 
hard as you used to.” 

“I do not mind paying a _ service 
charge,” the depositor replied, “but, 
Tom, I do object to your insinuation 
that I am not working enough. Why, 
I never worked so hard in my life! Do 
you realize that I am practically the 
only independent grocer left in town? 
There are 4 or 5 little shops in the out- 
skirts, but they do not amount to much. 
Fifteen years ago there were 42 grocers 
in this place. Several of them were 
quite successful. One by one they gave 
up the ghost, falling before the on- 
slaught of chain store competition. I, 
alone, have survived. 


People Appreciate It 


syet me tell you, Tom, why I have 
survived and perhaps you will see 
that I am more industrious than you 
think. There are 29 chain grocery stores 
in this city at present. None of them 
give any service. They do not deliver. 
They sell for cash only. On the other 
hand, I give unlimited service. We take 75 
per cent of our orders over the telephone. 
We deliver anywhere, at any time. We 
extend liberal credit to any responsible 
family. We will do anything within 
reason to please a customer. 

“And the people appreciate it. A 
goodly percentage of the public wants 
service. We are the only grocery store 
in the community catering to this ele- 
ment. As a result, our business is in- 
creasing handsomely, and if you will 
look up our last statement you will see 
we are making a nice profit. It is true 
that a large portion of our assets are 


tied up in book accounts. That explains 
my low balance. But that does not worry 
us. Since we are deliberately seeking 
a credit following, we are prepared to 
stand the gaff. Many of our customers 
are slow, but they are good. Our credit 
losses are inconsequential.” 


Helping the Independent 


few grocer’s talk caused quite a dis- 
turbance in the bank. Not only did 
the cashier release the grocer from the 
service charge, but he also appeared be- 
fore his Board of Directors to ask them 
if it were not possible for the bank to do 
more to help the small business men of 
the town in their fight with the chains. 
As a result of this board meeting, I 
was commissioned to find out how banks 
in other places, throughout the country, 
are dealing with the chain store prob- 
lem. 

I confined my investigation to the 
towns and smaller cities, because in the 
larger communities the chains are not 
a serious problem to the banks. The 
city bank draws its patronage from such 
a variety of business and industry that 
it is not so dependent on the merchant- 
class, as is the town bank. The so-called 
country bank gets its business princi- 
pally from farmers and merchants. Any- 
thing that disturbs the economic well 
being of either of these two classes, dis- 
turbs banks serving them. 


The Chain Store Menace 


HE chain store is a disturbing influ- 

ence of this sort. In several lines 
of trade the chains are menacing the 
very existence of the independent mer- 
chant. There are already close to 100,- 
000 chain store units in the United 
States. This means that about one out 
of every 10 stores in this country be- 
longs to a chain system. Figures re- 
cently compiled by a bureau of the 
United States Department of Commerce, 
indicate that the chains do at least 
20 per cent of the country’s total retail 
volume. 

Of course, the chain store method of 
selling is not new. Our first multiple-shop 
retail organization was started before 
the Civil War. The chain method of re- 
tail distribution has been thoroughly es- 
tablished in our larger cities for at least 
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twenty-five years. Gradually these stores 
have been extended into smaller cities 
until we find such concerns as the F, W. 
Woolworth Company located in practi- 
cally every town with a population of 
more than 10,000. 

But until recent years the chains did 
not seriously invade towns under 10,000 
population. The first organization to 
recognize the value of the small town 
as a site for the chain store, was the 
J. C. Penney Company. Mr. Penney 
opened his first store in a little village 
in Wyoming in 1901. Today the concern 
has 1000 stores and most of them are in 
small towns. 


New Fields Invaded 


HE Atlantic & Pacific Tea Company 

has approximately 18,000 stores. 
Many of them are located in villages. 
A number of the grocery chains are 
following the same policy. This com- 
pany’ does not object to opening a store 
at a crossroads, if convinced that enough 
people pass that particular intersection. 

The old mail-order house, Montgom- 
ery Ward and Company, is now engaged 
in a program of opening up 1500 gen- 
eral merchandise stores in the United 
States. To locate that many stores in 
this country and not crowd them toc 
close together, it is necessary to place 
them in towns down to 5000 population 
and under. 

Not long ago the two big cigar chains 
—United and Schulte—joined forces to 
launch the Schulte-United 5c to $1.00 
Stores. There are to be a thousand of 
these shops. They are being opened in 
smaller cities and towns. Several other 
large retail merchandising organizations 
are following Ward’s and Schulte’s ex- 
ample. As a result of all this activity, 
many towns that until recently scarcely 
knew what a chain store looked like, now 
find the chains dominating the retail 
business. 

This development has been effected so 
quickly that some small-city bankers do 
not seem to realize the importance or 
the seriousness of what has happened. 
In fact, I found bankers rather pleased 
that the chains have at last recognized 
the advantages of their towns. They 
told me that the coming of the chains 
has increased realty values, has extended 

(Continued on page 512) 
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Bank vaults must resist attack by torch and drill. 


Pure Copper resists 


the oxy-acetylene torch 


Leading vault engineers are advocating the use of a thick 
plate of pure copper in vault doors and linings as a safeguard 
made necessary by the development of the cutting flame. 


The remarkable resistance pure copper offers the cutting 
torch is due to its high heat conductivity. Even with a 
torch capable of developing a temperature of from 5,000 to 
6,000 degrees Fahrenheit, this cutting process is ineffective 
because copper diffuses the heat before a sufficient area can 
be brought to the melting or burning point. 


To successfully accomplish the burning of a heavy plate of 
pure copper 7 to 10 inches thick in a vault door would re- 
quire so much heavy equipment and so much time that such a 
door would be practically impenetrable by this form of attack. 


For further information address Sales Promotion Department, 


25 Broadway, New York 


ANACONDA COPPER 


When writing to advertisers please mention the American Bankers Association Journal 


461 
< 
{ 


AMERICAN BANKERS ASSOCIATION JOURNAL November, 1998 


E Continental National Bank and Trust Company 
and the Illinois Merchants Trust Company soon will 
be consolidated as the Continental Illinois Bank and 

Trust Company. The consolidated bank will have capital of 75 
million dollars, surplus of 65 million andreserves of 10 million. 
Deposits will be approximately 900 million and resources will 
exceed one billion. George M. Reynolds will be chairman of the 
executive committee. Arthur Reynolds will be chairman of the 
board. Eugene M. Stevens will be president. Correspondents 
of both banks will be able to transact their business at the 
consolidated bank with officers who are now serving them. 
The united bank will have direct relations with more banks 
in the United States than any other bank, and its foreign 
bank connections will-run into the thousands. It is planned 
that the consolidated bank will be a member of the Federal 
Reserve System. Affiliated with the consolidated bank will 
bean investment securities company—the Continental Illinois 


Company. It will have a capitalization of 20 million dollars 


CONTINENTAL 
NATIONAL BANK 


& TRUST COMPANY 


OF CHICAGO 
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Canada’s Answer to Call Money 


By W. A. MCKAGUE 


Canada Called Minor Factor in American Call Money Problem. 
Dominion Banks Place Loans in New York, But Volume Is Small 
in Comparison with Total Accommodations to Brokers. Opinion 
Advanced That Canadian Call Loans Have Reached Their Limit. 


ALL STREET’S insistent 

demand for call loans can 

hardly expect any substan- 

tial response from Canada 
beyond the supply of funds already be- 
ing furnished the New York market by 
the Dominion. Canada holds no reserves 
of excess money which would help to 
sustain the high level of security loans 
in the United States. 

The chartered banks of Canada find 
it convenient and profitable at times 
to make call loans in New York. But 
these loans can scarcely be expected to 
show a substantial increase in propor- 
tion to the resources of Canada, or in 
proportion to the New York market as 
a whole, without a decided reversal in 
the whole trend of Canadian develop- 
ment. 

The north country has shown rapid 
development since the close of the war, 
and its financial structure has reached 
considerable size. Some of the loans 
now floated for domestic purposes would 
look large in the older money markets 
of Europe, while Canadians are regular 
buyers of foreign loans floated in the 
United States. In fact, at times the 
movement of capital appears to be out- 
ward. 


Across the Line 


HIS does not mean that Canada is 

anywhere near being a creditor na- 
tion, however. Outside capital, chiefly 
from Great Britain and the United 
States, has been responsible for a large 
part of public improvements and indus- 
trial development in Canada. It is not 
possible to estimate these holdings with 
any degree of accuracy because of the 
constant trading in securities across the 
line and across the Atlantic, and because 
much of the United States capital is in 
branch plants and in other property such 
as mining claims, water powers and tim- 
ber limits. The total is agreed to be 
somewhere in the billions of dollars, and 
is certainly much higher than Canadian 
holdings of outside securities. 

The resources of a great belt stretch- 
ing from the mouth of the St. Lawrence 
across to the Portland Canal on the 
Pacific Coast, continue to be the objects 
of interest on the part of world capi- 
talists.. The fact that Canadian banks 
and Canadian underwriters are now 
taking the leading part in new financing 
does not change the general position of 
that country. It is rather a case of 
more organization for both lending and 
borrowing. The Canadian security mar- 


Put and Take 


4h amas speculators 
make use of as much 
call money as the Dominion 
places in the New York 
market, according to Mr. 
McKague, who writes from 
within the Dominion. This 
may come as a surprise to 
some who have heard the 
Canadian banks classed 
with corporations and indi- 
viduals as lenders whose 
funds put out on call were 
complicating Federal re- 
serve control of the market. 
From this viewpoint it 
would seem that Canada is 
doing no more than paying 
her own way in the stock 
market. 


kets, which were simple before the war, 
have now become complex, domestic 
issues being sold outside of Canada, while 
at the same time parts of outside issues 
are being sold in Canada. 


Banks Chief Lenders 


nin airplane and the wireless have 
produced still closer contact between 
Canada and the United States. This is 
particularly true with respect to direct 
holdings of property and their develop- 
ment in early stages. For rapid com- 
munication, points like New York, Chi- 
cago, and Seattle are just about as con- 
venient as are Montreal, Toronto, or 
Vancouver to the areas of greatest inter- 
est in the north. 

This background is important in con- 
sidering the possibilities of Canada in 
relation to call money markets in the 
United States. Call money is just a part 
of financial business as a whole, and it 
would be rather an anomaly to find a 
debtor country taking an important 
place as a lender in an outside call 
market. 

Call loans by the Canadian banks out- 
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side of Canada were $315,298,423 as at 
the end of August. These loans are 
practically all in New York. This fig- 
ure is unusually high; in fact, a record; 
yet it is very small when compared with 
the total of over $4,000,000,000 loans 
to brokers in New York. And there are 
no other important sources of call money 
in Canada. The biggest life insurance 
company, in its last balance sheet, 
showed only a few thousand dollars 
loaned on securities. Some of the Cana- 
dian loans and trust corporations lend 
small amounts in this way. Industrial 
corporations, even after some years of 
active financing, have just reached a 
comfortable position in respect to their 
own needs for working capital. 


Funds Taken Back 


——— repayment of bank loans, how- 
ever, has made it possible for the 
banks to use the call markets more ex- 
tensively. From the viewpoint of the 
latter, loans on call in New York are 
valuable as a second line of reserves, 
coming after their own holdings of cash. 
but far ahead of Canadian securities 
in respect of liquidity. The high figure 
reached in August last was not only a 
result of high rates available in New 
York, but also of preparations on the 
part of the Canadian banks for financing 
the largest grain crop in the history 
of the country. Bank returns for later 
months of the year will very likely show 
that a good part of these funds has 
been taken back to Canada. 

In Canada there is no active market 
for call money. The banks show call 
and short loans on securities, which at 
the end of August were $250,397,110. 
These include loans to underwriters as 
well as to brokers, and some of them 
are loans to individuals for investment 
rather than for speculative purposes. 
Canadian security markets are still rela- 
tively narrow, and to call such loans 
at certain times would have results that 
the banks would hardly care to face. 
A restriction in this type of credit in 
Canada means rather that the banks 
refuse to make new loans of the kind, 
or they may go as far as to raise rates 
by 1% per cent or 1 per cent. The 
range of this rate in recent years has 
been pretty well between’5 per cent 
and 7 per cent—an illustration of the 
fact that these loans are on a time rather 
than on a call basis. 

It is interesting at this stage to 

(Continued on page 511) 
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Profits and Costs of National 
~ Banks in Eastern States 


By ANDREW MILLER 


Secretary, West Coast Bancorporation, Portland, Oregon 


Eastern National Banks Reflect Great Administrative Skill. 
Management, Not Size, Found to Be Chief Factor of Success of 


These Institutions. 
Trend of Recent Years. 


N the September issue of the JouR- 


NAL, surveys were presented show- 
ing the net results of the opera- 
tions of national banks in New 
England, and separately for the city 
of Boston. A notable characteristic of 
that investigation was the disclosure of 
the high average of gross earnings re- 
ceived by the banks of that district, de- 
creasing net profits, and unusually large 
average expense ratios, when compared 
with the figures of national banks gen- 
erally throughout the United States. 
Keeping these points in mind, it is 


interesting to turn to the next group 
in this series of comparative studies— 
New York, New Jersey, Pennsylvania, 
Maryland, Delaware and the District of 
Columbia. Banks in the cities of New 
York, Philadelphia, and Pittsburgh will 
be studied separately. 

Thus we find ourselves confronting the 
most notable group of banks in the coun- 
try, whose colossal resources and phe- 
nomenal growth over the past two dec- 
ades dazzles the imagination. The eyes 
of bankers all over the world are fo- 
cused on New York as the heart of finan- 
cial development, and it is in an analy- 
sis of their yearly statements that we 
may expect to find banking, as a science, 
revealed in its fullest development. 


Are They Set Apart? 


H°?” may we estimate the great na- 
tional banks of New York City, or 
from their record of operations draw 
conclusions that will be of practical bene - 
fit to the banker of tke smaller com- 
munity in the conduct of his bank? The 


history and methods of administration 
of the New York banks are of deep sig- 
nificance. Is size alone a guaranty of 
successful banking? Are these powerful 
institutions set apart in a universe of 
their own, or are they subject to the 
same economic laws and affected by the 
same factors that the smaller banks con- 
tend with? 

It is the purpose of these surveys to 
ascertain trends in banking costs and 
profits over a period of years, and an 
attempt will be made to bring out the 
record of the national banks in New 
York City, Philadelphia, and Pittsburgh, 
and the other national banks operating 
in the eastern states, on the basis of 
percentages. All calculations are based 
on the figures published annually by the 
Comptroller of the Currency. 


Vast Deposits 


| gerne the New York City banks; 
thirty-seven in number in 1908 and 
twenty-three in 1927. Total deposits of 
these institutions as of July 1, 1908, 
were $1,351,020,000, and in 1927, $3,987,- 
808,000. As these figures are used as 
a basis for percentages of gross and net 
earnings, total deposits have been con- 
sidered throughout. 

Of primary importance is the ratio 
of gross earnings on this vast amount 
of deposits. These figures show a re- 
markable consistency over the period 
of years as will be seen by reference 
to the tabulation of percentages, and 
also by the Chart “A”: 


National Banks in New York City 
Gross Net Net 
Earnings Expenses Losses Profit 
1.34 
2.06 
2.39 


w 
oo 
a 
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a 

OA 


oo 


0.58 


In the chart may be seen a comparison 
of the total income of New York City 
national banks with that of all national 
banks of the United States for the same 
period. A notable trend in New York 
is the decided increase in the rate of 
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Increase in Gross Return Characteristic 
Record Has Proved Stabilizing Force. 


total incomes during the last four years, 
as contrasted with the wide difference 
existing prior to 1918 between these 
banks and the national average. It will 
also be noted that the percentages of 
net earnings in New York for 1922-1927 
are relatively more favorable than for 
the earlier period. 


Years of Stress 


~~ have been extremely low, 
with net losses, charge-offs and de- 
preciation slightly above normal, as in- 


Pittsburg 


~ Per cent -= 


dicated in the schedule given above. 
These New York banks have demon- 
strated that it is possible to operate on 
a low percentage of gross income and 
still make a good net profit—an average 
of 1.34 per cent of total deposits for 
twenty years. 

The maintenance of both gross in- 
come and net profits on such a level plane 
during these years of fundamental 
changes in banking conditions, unprec- 
edented growth and severe trials, is 
cause for the highest commendation of 
the ability and skill of New York City 
bankers. Such a record has engendered 
confidence in all banking in this coun- 
try and has proved a stabilizing force 
in these years of stress and the failure 
of so many banks in other parts of the 
country. It is obvious that banking as 
transacted by these institutions has not 
been guess work, or the results of mere 
good fortune and great size, but shows 
the application of scientific principles 
under the guidance of intelligent admin- 
istration. 

(Continued on page 496) 
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This and E’ Tray holds 
1500 ACCOUNTS 


HREE bulky binders would be re- 

quired to hold the accounts easily ac- 
commodated by this “Y and E” Ledger 
Tray. 

But, economy of space is not the only 
advantage. Accounts are more acces- 
sible— because the operator can run 
through the ledger cards backwards or 
forwards without a second’s hesitation. 


And then there is the matter of con- 
venience — instead of lifting and carry- 
ing heavy binders, the whole tray is 
easily wheeled anywhere you want it, 
and for the convenience of the operator, 
daylight penetrates to the bottom of the 
card she is looking at. 


Fine in appearance and extremely 
durable, this tray still costs less than the 
equivalent capacity in binders. 


Mail the coupon for complete informa- 
tion and prices. 


¥ 99 


YAWMAN FRBE MFG.(. 


Yawman and Erbe Mfg. Co. 
11 I T I 8 
85 JAY STREE ROCHESTER, N. ¥ 1185 Jay St., Rochester, N. Y. 


STEEL AND WOOD FILING CABINETS — STEEL [-] Please send me your folder on Ledger Trays. 

SHELVING—DESKS—SA FES—OFFICE SYSTEMS AND [_] 1 am attaching sample of ledger cards or sheets. 
Please submit quotations on 

SUPPLIES — BANK AND LIBRARY EQUIPMENT 


Address... 


When writing to advertisers please mention the American Bankers Association Journal 
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Willys-Overland’s 
Largest Third Quarter 


ABD 


Sales of Whippet Fours, Whippet Sixes 
and Willys-Knight Sixes for the third 
quarter of 1928 (July, August, Septem- 
ber), almost doubled those for the same 
period last year—and established a new 
high sales record over all previous third 
quarters in this Company’s 20-year his- 
tory. Export business showed a gain of 
117% over 1927’s third quarter. 


The closing quarter has made a decidedly 
favorable start, with production being in- 
creased to keep pace with sales. Employ- 
ment is ata high peak for this time of year, 
and night shifts are still being operated. 


1928, Willys-Overland’s record year, 
emphasizes the position of this Com- 
pany as one of the world’s three largest 
producers of automobiles. 


rours WHIPPRET 
WILLYS-KNIGHT SIX 


WILLYS-OVERLAND, INC., TOLEDO, OHIO 
WILLYS-OVERLAND SALES CO., LTD., TORONTO, CAN. 


be 


When writing to advertisers please mention the American Bankers Association Journal 
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Bonds. 


HE public has a very definite 
and sound conviction that no 
business is legitimate which does 
not render service of some kind 

for whatever pay it receives. Produc- 
tion, transportation, merchandising, 
banking, insurance, the learned profes- 
sions and other occupations and branches 
of business are recognized as useful and 
necessary, because it is evident that 
they render services, but the services of 
speculation are not so tangible and ap- 
parent. 

The speculator, in the eyes of his 
critics, seems to be outside the regular 
distributing organization. He buys and 
sells for a profit, but it is not clear to 
them that he adds anything to the value 
of what he handles or renders any ser- 
vice in handling it. He is accused of 
being a gambler and manipulator, domi- 
nating the markets, interfering with the 
orderly processes of trade, and operat- 
ing at the expense of producers or con- 
sumers, or both. 

It is evident, however, that the inte!- 
ligent speculator is something more than 
this. He is an independent, competitive 
factor in the markets. He employs capi- 
tal in buying, selling and carrying prop- 
erty, he assumes risks, and it must be 
assumed that the other traders with whom 
he buys and sells find it to their advan- 
tage to trade with him. The successful 
speculator usually is a specialist; he 
knows more about particular situations 
than traders who cover broader fields, 
and for that reason is ready to act be- 
fore they are. He is ready to buy under 
conditions which do not appeal to them, 
and can sell to them at a profit when 
conditions have changed so that they are 
willing to pay his price. In short, he is 
ahead of them in sizing up a situation 
which is not fully disclosed. His service 
is primarily that of a forecaster and 
risk-carrier. The wholesale or retail 
dealer of what we may call the regular 
distributing organization wants to buy 
today and sell tomorrow, counting 
simply on a trading profit, based on his 
investment and the costs of carrying 
on the business. The speculator’s busi- 
ness is that of carrying commodities or 
any kind of salable property from one 
time to another, subject to the changing 
values in the meantime. 


It Takes Money 


HE distinction between the service of 
distribution from day to day and the 
Service of carrying commodities from 


The Speculator’s Place in Business 


By GEORGE E. ROBERTS 


Vice-President, The National City Bank of New York 


Informed Speculation Provides Definite Service to Business. 
Necessary Factor in Marketing of Commodities or Stocks and 
Evil of Speculation Seen-When It Loses Sight of Val- 
ues and Reaches Stage of Mass Action. 


The Dividing Line 

NTELLIGENT _specula- 

tion plays a very useful 
part in the business world, 
according to Mr. Roberts, 
one of the best known econ- 
‘omists in the banking field. 
He shows clearly the ser- 
vice speculation affords to 
the marketing of grain or 
cotton as well as securities 
and its stabilizing effect 
upon prices and with equal 
clarity indicates the point 
at which usefulness disap- 
pears and evils begin to 
creep in. So far, he finds 
business has not been seri- 
ously disturbed. 


one time to another is readily seen in the 
commodity markets. The wheat crop of 
this country is harvested in two or three 
months, but consumption extends 
throughout the year. The crop comes 
on the market rapidly after harvest and 
somebody must buy it and carry it either 
in the form of wheat or flour, and dole 
it out as it is called for by consumers 
throughout the year. 

It takes a large amount of money to 
buy the wheat crop, and nobody knows 
what wheat will be worth at any date 
in the future. It depends upon supply 
and demand the world over. It is affected 
from day to day by the figures for vis- 
ible supply, by weather conditions and 
reports upon the growing crops. The 
farmer wants to sell and have the use 
of his money, the regular grain trade, 
consisting of local dealers, line elevator 
companies and terminal dealers, offer 
their facilities for moving the crop, but 
they do not have capital enough to carry 
the crop. The flour-millers want to buy 
wheat as they can sell flour. They have 
not capital enough to buy the wheat 
crop, nor do they want to risk their 
capital in carrying wheat. 
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Discrimination Hard. 


The best way to deal with an unavoid- 
able risk is to distribute it as widely as 
possible and this is the service rendered 
by the speculative market. 


Auction Markets 


1HE idea that the exchanges are not 

interested in the farmer, that the far- 
mer is not represented in the price-mak- 
ing, and that he suffers in this situation 
is a misapprehension. The traders are 
neither for nor against the farmer, any 
more than they are for or against the 
consumer. They are not all of one mind 
or of the same interest. They are com- 
petitors, striving to outbid and outsell 
each other. If any profit can be made 
in buying wheat in one locality and selJ- 
ing it in another, or in buying at one 
time of the year and selling it at another, 
each individual is out to get his share, 
and the exchanges bring all of the 
transactions into the open. 

The exchange markets are sometimes 
spoken of derisively as “auction” mar- 
kets, as though the products were being 
sold at forced sale under the hammer, 
but it is not considered a disadvantage 
to stockholders in the United States 
Steel Corporation or General Motors 
that the shares of these corporations are 
bought and sold on the New York Stock 
Exchange; on the contrary, it is consid- 
ered advantageous to the holders of any 
kind of property to have access to a 
market in which there is active compe- 
tition. The property-holder is under no 
more compulsion to sell in a public mar- 
ket than in a private market. 

After all, what better methods of 
price-making could there be from the 
standpoint of the seller of wheat than 
this, based upon open trading on the ex- 
changes of Chicago, Minneapolis, Kansas 
City, New York, Winnipeg, Liverpool, 
Amsterdam, Paris, Berlin, Buenos Aires, 
and the other important wheat markets 
of the world which are in daily touch 
with each other, and whose quotations 
are published daily? What better pro- 
tection against manipulation can there 
be than this relationship between the 
markets around the world? 


Would Be Narrower 


HE cotton situation is similar te 
that of wheat. If nobody would buy 
wheat but the flour-millers and nobody 
would buy cotton but the cotton goods 
manufacturers. it is evident that the 
market for each product would be very 
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much narrower than it is, and with less 
competition than at present. 

In fact, complaints frequently come 
from the flour-milling and cotton goods 
industries that speculation in their raw 
materials embarrasses their operations 
by raising their costs unduly. No doubt 
this is true, but it is contrary to the 
theory that speculation is harmful to 
the producers of wheat and cotton. 

The dealers in primary commodi- 
ties are not the only people who use 
speculative markets for hedging pur- 
poses. The flour milling business is in- 
volved in all the risks of the grain mar- 
ket, and the cotton goods industry in all 
the risks of the cotton market. In both 
industries the manufacturers are able 
to make use of the speculative markets 
for their raw materials to at least par- 
tially protect themselves against the 
fluctuations in these materials. 


Natural Hazards 


T should be understood that the pur- 

pose in all hedging operations is not 
to speculate, but to transfer the uncer- 
tainties of the raw material markets to 
people who make a business of specula- 
tion. 

Wherever this is done it is clear that 
speculation is made an adjunct to regu- 
lar ‘business, and therefore becomes 
regular business itself. The general de- 
nunciation of the speculative commodity 
markets is mainly due to failure to rec- 
ognize that they are dealing with the 
natural hazards which somebody must 
carry. The markets do not create the 
hazards; they recognize them and dis- 
tribute them outside of the trade, there- 
by enabling the trade in some degree 
to protect itself against them, and to 
perform its regular functions with a 
lower charge upon the commodity han- 
dled. 

It is a common complaint against the 
grain markets and the cotton markets 
that prices are regularly depressed at 
harvest time, when the farmer does his 
heaviest selling, and advanced when the 
crop is out of the farmer’s hands, at the 
expense of consumers. 

It is absurd to talk about a conspiracy 
on the world exchanges to depress the 
price of wheat, but no doubt there have 
been occasions when the wheat crop of 
this country has come on the market too 
fast for the speculative market to take 
it without price recessions. There is 
something to be said for orderly market- 
ing to avoid overloading the market, but 
the idea that wheat is regularly de- 
pressed at harvest time and always rises 
later by enough to make a profit for the 
dealers is without foundation. 


Less Than Ten Cents 


HE Federal Trade Commission in its 

Report on the Grain Trade, 1924, 
Vol. VI, gives the table at the right. 

These figures are the averages of 
thirty Julys, thirty Augusts, thirty Sep- 
tembers, etc. If there were any such 
regular movement these figures would 
show it. The greatest spread is from 
July or August to May—nine or ten 
months—and in either case it is less 


than ten cents per bushel, which must 
cover all carrying charges, including 
warehousing, insurance, interest, and 
finally risk and profit. 

Leaving speculation in commodities, 
we come to speculation in stocks and 
securities, in which there is widespread 
interest at the present time. 


Stock Market Service 


GREAT change has been coming 

over the business world for some 
time, but very much quickened in recent 
years, in the form of property owner- 
ship. Business has been passing more 
and more into the hands of incorporated 
companies, in which proprietary interests 
are represented by stock, and indebted- 
ness is evidenced by bonds or notes, 
readily transferable. This change is a 
natural result of the increasing use of 
machinery in industry, the increasing 
magnitude of the capital investments re- 
quired for economical operations, and 
the increasing volume of production and 
distribution. Moreover, since business 
operations on a small scale are being 
superseded to a great extent by opera- 
tions on a large scale, it is desirable that 
the general public, including the wage- 
earners in the industries and consumers 
of all classes, shall participate in the 
ownership, and the savings of all classes 
shall be available to support the expan- 
sion and development of industry. 

The distribution of stocks and securi- 
ties is facilitated by the organization of 
markets, and as in the case of commodi- 
ties, the primary service of a market 
for stocks and securities is in providing 
a place where buyers and sellers may 
come together. 

On an organized stock exchange the 
transactions are public, and the corpora- 
tions whose securities are listed are ex- 
pected to make public statements from 
time to time of their earnings and con- 
ditions. The investing public gradually 
gathers knowledge of the list; further- 
more, the market is broadened and sta- 
bilized by the presence of traders, who 
buy and sell as price fluctuations afford 
opportunity for profit. A ready and 
fairly stable market for stocks and se- 
curities promotes the wide distribution 
which is agreed on general principles to 
be desirable. 


In Abnormal Times 


OWEVER, price fluctuations are in- 
evitable in all public markets, and 
the development of the stock exchanges 
has the effect of creating a great body 


Thirty-year averages of monthly 

average prices for correspond- 

ing months, for Wheat, Chicago, 
1886-87 to 1915-16. 


September 
October 
November 
December 
January 
February 


November, 1998 


of property which flows into and out of 
the markets so readily that at times 
these facilities, convenient and desirable 
as they are, actually make for instability, 

The prices of stocks of course are af. 
fected by the earnings, and the earnings 
fluctuate with business conditions, which 
sometimes have a wide range from a 
state of great confidence and activity to 
the other extreme of distrust and de- 
pression. 

In the old days when industrial prop- 
erties were owned by families or part- 
ners the ownership was not readily sal- 
able and the capital values were not 
quoted in the market. While there is 
convenience and advantage in having 
ready sale for investment interests, there 
is something disquieting in the fluctua- 
tions which occur in abnormal times, 
Moreover, the vast increase of share 
capital outstanding results in a great 
increase of collateral loans in the banks, 
and in abnormal times mere loans may 
become an element of weakness in the 
entire credit situation. 


Based Upon Gold 


ie must be considered that an impor- 
tant difference exists between bank 
credit and individual credit. Bank 
credit is practically cash and part of 
the common currency. When a vank 
makes a loan it creates a deposit, hence 
a general expansion of bank loans re- 
sults in a general expansion of bank 
deposits, usually payable on demand, and 
our banking laws in the interest of 
safety require that a certain percentage 
of cash shall be held against deposits. 
Furthermore, our entire banking and 
currency system is ultimately based 
upon gold. 

In other words, we have definite 
limits upon the expansion of bank 
credit and credit currency. The Fed- 
eral Reserve System was established 
some years ago for the express purpose 
of maintaining the currency at par with 
gold and of supporting the member 
banks in financing the current require- 
ments of industry and trade. The Re- 
serve act undertakes to establish a fund 
of credit which will not require involved 
or speculative operations. It expressly 
says that Reserve credit shall not be 
used for the purpose of “carrying or 
trading in stocks, bonds or other invest- 
ment securities, excepting bonds and 
notes of the Government of the United 
States.” 

The reason for this provision is evi- 
dent. Borrowing upon stocks and bonds 
for the purpose of trading in them or 
carrying them is legitimate, of course, 
but the amount of stocks and bonds now 
outstanding is so large that without 
some restriction upon borrowing for 
that purpose a dangerous state of infla- 
tion might occur. 


On a Great Scale 


i was not intended to place upon the 
Reserve authorities the responsibility 
of regulating speculation of any kind; 
they are charged simply with keeping 
the Reserve banks clear of it. Private 
(Continued on page 514) 
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Advertising Attuned 
to the Pace of Today 


Changes have come thick and fast—old ways are gone. A new era 
brings new points of view—new ways of doing business and new 


amusements. 
tising as in every other field. 


The new speed of today must be met—in bank adver- 


Collins Service is in step with the present. Its broad service features 
are keeping pace with the times—its programs of financial advertising 


carry a forecast of tomorrow. 


Practical—of course! Collins adver- 
tising will fit your bank perfectly. The 
individuality of your institution, the 
high standard of your service, the 
“humanness” that wins and holds new 
customers—all will be built into the 
advertising that Collins Service will 
prepare for you. 

There is a real plan back of Collins 
cooperation. There is team-work. 
There is intelligent consideration for 
the elements of time and place. No 
spectacular “stunts,” no “fireworks” 
playing for momentary attention. 


The Collins Service believes bank 
advertising should join with the activi- 
ties of the bank itself; should be a 
faithful interpretation of the bank’s 
services, a true reflection of the ideals 
of the bank’s officers and directors. 


Effective—certainly! Or clients 
would not renew year after year—as 
they do. 


There is a service for the large bank 
and for the small, for the trust com- 
pany and the savings institution, the 
metropolis and the growing town. 


If you are seeking real team-work in your advertising program, an inquiry will 
bring you full information about this service. 


THE COLLINS SERVICE 


Financial Advertising 


MAIN OFFICE: 1518 Walnut Street 


PRODUCTION PLANT: 226-240 Columbia Ave. 


PHILADELPHIA 


When writing to advertisers please mention the American Bankers Association Journal 
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Which would you 


rather have— 


a check that announces 
itself safe and isn’t, or a check 
that does not announce itself 
with wavy lines or pattern to 
distress your eyes and is the 
safest of the safety papers? 
Ask your or 
printer for samples and a 
demonstration of the new 
safety paper 


GILBERT SAFETY BOND 


“Write today for sample book showing various types of litho- 
graphed and printed checks on this new safety paper.” 


MANUPACTURED BY 


GILBERT PAPER COMPANY 


Menasha - Wisconsin 


‘Safest of Safety Papers’ | 


ASK YOUR LITHOGRAPHER OR PRINTER FOR SAMPLES AND PRICES 


When writing to advertisers please mention the American Bankers Association Journal 
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Germany’s New Prosperity 
and the Dawes Plan 


By ROBERT CROZIER LONG 


Dawes Plan Seen as Providing Means for Its Own Fulfilment. 
Plan Made Possible Borrowing Which in Turn Gave Impetus to 
Industry. Bright Prospects at Critical Year Offset Fears of Re- 


parations Pessimists. 


HE Dawes Plan has begun its 
fifth annuity year. Will this fifth 
year proceed as smoothly as the 
first four have done? 

It is surprising how many positive 
and contrary predictions on this point 
have been made by expert economists, 
and how hard, nevertheless, it is to get 
even a modest opinion from the man in 
the street. In Europe the man in the 
street seldom goes farther than to say 
that “the Plan has not yet been tested.” 
Germany, he adds, has indeed paid the 
Allies, but did not the United States 
first pay Germany—in the form of loans? 
And how can Germany’s successful pay- 
ment of $437,500,000 to the Allies in the 
annuity year 1927-28 prove that she will 
successfully pay the standard annuity of 
$625,000,000 in 1928-29 and in later 
years? 

This attitude of the man in the street 
is not satisfactory. Half the citizens of 
America and Europe have a direct or 
indirect interest in the reparations ques- 
tion, and they need to have opinions 
about it. The fact that “the Plan has 
not yet been tested” is no reason for 
shirking an opinion. The Plan may 
never be tested. Tested it will be if it 
breaks down; then it will simply have 
failed to stand the test. But as long as 
it succeeds it will continue to be un- 
tested. However easily Germany may 
pay her annuity in a given year, there 
will never be an absolute guarantee that 
she will pay it next year. 


Factors of Hope 


VEN after four years of experience, 

material for positive prophecies as 
to the fate of the plan is lacking. But 
for mere opinions there is material 
enough. The Plan is tied up with Ger- 
many’s general prosperity, a matter 
about which a fairly accurate judgment 
may be framed. The Dawes Committee 
emphasized that. In the introduction to 
their report they made a list of the 
more important factors in Germany’s 
expected recuperation. It was these fac- 
tors which, as they declared, “enabled 
them to be hopeful.” In particular their 
hopefulness was based upon “produc- 
tion.” Here events have justified them; 
for the gloomiest reparations-pessimist 
admits that during the first four annuity 
years “production” increased with ex- 
traordinary speed. 


To the Penny 

ERMANY is in a posi- 

tion to pay in full the 
maximum annual repara- 
tions obligations which fall 
due this year, according 
to Mr. Long who, in Ber- 
lin, sees conditions on the 
ground. He presents the 
interesting theory that 
foreign loans, instead of 
overburdening German ca- 
pacity to pay, have caused 
an expansion of industry 
which is producing profits 
ample for both public and 
private financial commit- 
ments. This is an encour- 
aging view of a situation 
of extreme economic im- 
portance. 


The Plan even identified “production” 
with fulfillment. The Committee pre- 
scribed that Germany’s standard of liv- 
ing must not be depressed below that of 
other nations, and also declared that 
reparations could only be paid out of 
Germany’s “economic surplus.” If the 
Committee’s condition about the stand- 
ard of living is to be observed, sufficient 
“economic surpluses” for the progres- 
sively increasing annuities can only be 
attained by increasing the national pro- 
duction of salable goods. 


Indications of Prosperity 


Germany’s condition enormously 
improved during the four lapsed years 
is proved by the fact that her consump- 
tion, her reparations payments, and her 


savings all simultaneously increased. 
The consumption and the savings in- 
creased so rapidly that there is strong 
ground for declaring that the pre-war 
level of prosperity has already been at- 
tained. In part, this conclusion can be 
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Huge Hidden Reserves in Germany. 


backed by statistics. It can be proved 
statistically that the German masses are 
earning larger incomes than in 1913, 
even if full allowance is made for the 
rise in the cost of living. It can be 
proved statistically that Germany’s con- 
sumption of those products—in particu- 
lar luxuries—which indicate the level of 
wealth, has in part: reached and in part 
exceeded the pre-war consumption. 
These indications of prosperity are 
usually ignored outside Germany. They 
are almost always ignored by the chronic 
reparations-pessimists of Europe. The 
chronic reparations - pessimist usually 
concentrates on a single unfavorable 
factor, such as the insufficiency of capi- 
tal in Germany; and if he gets into a 
controversy he has the advantage that 
this capital-shortage is unceasingly kept 
before the public eye by the inflow into 
Germany of borrowed American cash. 


Use of Foreign Loans 


O Germans the capital-shortage, or 

“capital-famine,” as some call it, seems 
much less tragic than to their pessi- 
mistic foreign friends. They are familiar 
with sides of the “capital-famine” which 
seldom reach foreign ears. They do not 
dispute the tremendous destruction of 
capital caused by the war. But they know 
that the supposed later destruction of 
capital by the currency depreciation is a 
fiction. They realize that, as the Dawes 
Plan brought out, the inflation merely 
caused a transfer of wealth from the 
pure-capitalistic or leisured class to the 
productive-capitalistic or industrial class. 
The result was that money which idlers 
would have consumed unproductively 
was devoted to increasing the mecha- 
nism of production. 

Germans further know that the for- 
eign loans were not used for making 
good a national economical deficit. They 
were used to expand still more the mech- 
anism of production and to make pos- 
sible the creation of new wealth. Ger- 
many borrowed not as a hungry man 
without an occupation. She borrowed 
as an enterprising man who wants 
to increase his income and who there- 
fore increases his income-earning capi- 
tal. Finally Germans know that a great 
part of the loss of capital due to the war 
has been made good out of savings dur- 
ing the four lapsed reparation years. 

(Continued on page 516) 
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Profits in the Electrical Industry 


By D. RICHARD YOUNG 


A Billion Dollar Industry Which Enjoys Steady Growth. Rapid 
Development of Radio and Refrigeration Cause Reaction. Electric 
Power Causes Second Industrial Revolution. New Electrical Ap- 
pliances Used in the Farm, Home, Factory, Mine and Office. 


EASURED by reports made 

by a large group of repre- 

sentative concerns, orders 

booked by the electrical ma- 
chinery and equipment industry are run- 
ning moderately ahead of last year. The 
high rate of industrial activity is result- 
ing in unusually large sales of electri- 
cal equipment. Utility buying also is 
active, and such branches as the refrig- 
eration and radio trades are enjoying 
the largest autumn business ever experi- 
enced. 

Of the major industries, electrical ma- 
chinery, like steel, is regarded as one of 
the most basic. This is, first, because it 
supplies so many other industries and 
thus becomes a valuable barometer on 
general conditions. Secondly, because 
of its size, and the consequent volume 
of its raw material purchases, employ- 
ment of labor, payroll expenditures, 
sales turnover, and financing demands, 
the electrical business constitutes an im- 
portant unit of the general business 
structure. 


Earnings Grow Steadily 


O far this year, earnings of repre- 

sentative concerns in this industry 
show a continuation of the steady 
growth that has been witnessed over the 
last several years. Naturally the pros- 
perity is not distributed evenly among 
all producers, and a few experienced 
real difficulties, yet the majority forge 
ahead and indications are that aggre- 
gate earnings of the entire industry in 
1928 will be about 20 per cent better 
than the record year 1927. 

Fiscal year reports of approximately 
fifty of the leading manufacturers of 
electrical machinery, apparatus, etc., 
are given in the accompanying table. 
Figures, as published in stockholders 
reports, the newspapers and Poors 
Manual, represent net profits available 
for dividends or to carry to surplus, i.e., 
after all expenses, reserve for deprecia- 
tion, interest charges and provision for 
taxes have been deducted. Fiscal years 
end December 31 unless otherwise noted. 


Electrical Equipment 
Net Profit—$000 Omitted 


1926 


Air-Way Elec. Appliance 

Corp. 296 
American 

Elec. C 
Arrow-Hart & Hegeman, Inc. 
Birtman Electric Co 
Bright Star Electric Co.... 
Chicago Electric Mfg. Co.. 


1926 1927 


Chicago Jefferson Fuse & 
Elec. C 265 428 
Cutler-Hammer Mfg. Co.... 
Century Electric Co 
Condenser 


Co. 
Electric Household Utilities 
Corp. 
Federal Electric Co., Inc. 
Frink Corp. (1-2) 
Freshman, Charles, 


1923-5 = 100 


| is2s | i926 | i927 | 1928 


Electrical World index 


Electrical machinery manufacturing 
activity escapes summer slump and 
establishes new record 


General Cable Corp. 

General Electric Company. 

Gilbert A. C. Co. 

Gold Seal Elect. ‘Co., Inc. 

Grigsby-Grunow Co 

Hoskins Mfg. Co 

Hygrade Lamp Co 

International Gen. Elec. Co. 

Kellogg Switchboard & Sup- 
ply Co 

Kelvinator Corp. ( 

Kolster Radio Corp. (4)... 

Electrical Supply 

— Electric Company 


Maloney Electric Co 
National Battery Co. 


Noma Electric Corp. (6). a 
Okonite Co. (7) 
Packard Electric Co 


Radio Corp. of America... 
Sangamo Electric Co 
Servel, Inc 


Co. 
Telautograph Corporation. 
Tower Mfg. Corporation (8) 
Tung-Sol Lamp Works, Inc. 

.S. L. Battery Corp 
Vesta Battery Corp 
Wagener Electric Corp 
Western Electric Company. 
a Elec. & Mfg. 


Yale’ Electric Corp 
Zenith Radio Corp 


This table is broad enough to present 
a fair picture of the electrical industry 
as a whole, and it is significant to ob- 
serve that of the twenty-nine companies 
for which comparable figures are ayail- 
able, the combined earnings increased 
from $98,520,000 in 1926 to $98,843,000 
in 1927, a gain of only 33/100 of one per 
cent. But considering that last year 
the 1000 largest concerns in all indus- 
tries showed combined earnings approxi- 
mately 10 per cent below 1926, the show- 
ing of the electrical line is relatively 
favorable. 


This Electrical Age 


AN’S imagination is staggered in 

considering the universal applica- 
tion of electrical equipment and power, 
and its indispensable place in our civili- 
zation of today. It is our faithful ser- 
vant every minute of the day and night, 
in every locality and trade. 

Farming nowadays is quite different 
from a generation ago, when we hardly 
dreamed of the present farm use of elec- 
tric lights, refrigeration, motors, power 
separators, telephones, radios. Sheep 
are sheared by electricity and cows are 
milked by electrical machines. 

Mining and quarrying could never 
have reached the present volume, nor 
penetrated so far into the earth’s depths, 
without the electrical drills, explosive 
devices, dump cars and hoists. 

Manufacturing has undergone its sec- 
ond industrial revolution as a result of 
electric power, individual motors (versus 
the old fashioned central belt drive sys- 
tems), economical and efficient control, 
cranes and welding. 

Building booms such as now prevail 
would be impossible without the use of 
electric drilling for foundations, eleva- 
tors, lights and telephones. 

Trade houses are constantly improv- 
ing their methods and volume by the in- 
stallation of electric adding machines, 
letter openers, telegraph systems, bur- 
glar alarms and display signs for ad- 
vertising. 

Transportation without electricity 
would mean no street cars or interur- 
bans, no subways or elevated, no auto- 

(Continued on page 488) 


1—Years ended June 30; 2—Annual aver- 
age; 3—Years ended September 30; 4— 
Period of 14 months: 5—Years ended July 
31; 6—Year to February 20, 1928; 7— 
Period of 10 months to October 31, 1927; 
8—Years ended March 31; D—Deficit; *Be- 
fore certain charges. 


Electric Controller & Mfg. 
: 536 *463 
131 102 
134 164 
*328 *328 
INC, 693 D-461 
90 
AVERAGE 
1926 1927 
4,153 1,536 
46,672 48,799 
239 296 
176 
267 553 
418 347 
#538 #590 
1,538 1,556 
694 14 
2,623 D—2,467 
716 
882 *643 
293 
*468 
202 355 
356 527 
*665 *511 
278 
4,632 8,478 
595 439 
D-3,344 
Stromberg Carlson Tel. Mfg. 
1,231 334 
191 248 
204 
9 ,459 
49 339 
817 14,574 17,356 
52 14,122 16,138 
} 875 Weston Electric Instrument 
450 667 486 
242 *432 264 
D-16 100 633 
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TODD SYSTEM OF CHECK PROTECTION 


AMERICAN BANKERS ASSOCIATION JOURNAL 


MORE 
THAN PROTECTION 


... faster, more 
economical, 


more efficient 
methods of check 
preparation 


The Super-Speed Protectograph. Imprints 
1200 checks an hour! 


Tue Todd System has long been recognized as 
the most thorough defense against check altera- 
tion. Throughout the business world, in 63 
nations, the deeply shredded, indelible imprint of 
the Protectograph daily guards the amount line 
on millions of checks. Todd Greenbac Checks, 
with their famous self-canceling feature, are 
used by thousands of business firms for protec- 
tion against alteration or counterfeiting. The 
most nearly non-counterfeitable signature 
known, the signature of the Todd Check Signer, 
is fast becoming the accepted signature of every 
modern business issuing pay-roll checks, divi- 
dend checks or other checks in quantities. 
Certainly, protection has been a most signifi- 
cant factor in gaining for the Todd System its 
reputation throughout the business world. But 
there is another reason for its wide use, a very 
important reason—speed! Todd machines oper- 
ate with extraordinary speed. They are savers 


Protectograph eliminates a 


Protectograph is made in a variety 

of models, one for every check- 

writing requirement, 

$22.50 up. Only Todd can make 
a Protectograph. 


Todd Greenhac Cheeks, with their 
patented 
eliminate another source of many 
check losses by preventing change 
of payee’s name, date and number 
““counterfeiting.’’ 
printed or lithographed, 
made only to order, never sold in 


priced from and 


ine speed. Quick 
ease of operation. 

of time. They reduce the cost of labor. They 
introduce worth-while new economies into rou- 
tine procedure. With the Todd System it is 
possible not only to prepare checks thoroughly 
protected, more easily legible, and more distin- 
guished in appearance, but to prepare these 
checks in a fraction of the time necessary by 
hand methods. Every modern business can profit 
by this saving of time and effort. 

So rapid has been the advance in check prep- 
aration by Todd methods that any bank or busi- 
ness executive will find it much to his advantage 
to discuss recent developments with a represen- 
tative of The Todd Company. Call the Todd 
office in your city or write us on any question 
regarding check protection methods. The Todd 
Company, Protectograph Division. (Established 
1899.) 1176 University Avenue, Rochester, 
N.Y. Sole makers of the Protectograph, Super- 
Safety Checks, and Todd Greenbac Checks. 


self-canceling features, remaining check-fraud 


ties, 


Superbly 
they are 
poration of America. 
blank. 


When writing to advertisers please mention the American Bankers Association Journal 


Standard Forgery Bonds cover the 
possibili- 
namely forgery of signature 
and forgery of endorsement. Quali- 
fled Todd users receive policies 
at the most advantageous discounts 
from the General Indemnity Cor- 
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of the Man 


used by St. Louis’ 


NATIONAL ages bank, is 
another reason w 
BA . K “The First National” 


is an ideal St. Louis 
correspondent ~ ~ 


FIRST NATIONAL BANK 


Broadway—Locust—Olive 


First in Size and in Service 


—IN ST. LOUIS 


REG. U.S. PAT. OFF. 


When writing to advertisers please mention the American Bankers Association Journal 
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Conflicting Policies on Trust 


Powers 


By WILL C. Woop 


California State Superintendent of Banks, San Francisco 


Federal Reserve Policy on Granting Trust Powers Criticized. 
Entrance of Small Banks in Trust Field Thought to Endanger 
High State Standards for Trust Companies and Departments. 
Limitation of Trust Business to Larger Institutions Urged. 


OR twenty years after the gold 

rush, California had no trust com- 

pany, nor any other corporate 

agency exercising trust powers. 
The state was struggling to maturity, 
and the larger part of its wealth was in 
land. In 1868, the California Trust 
Company was chartered by the Legisla- 
ture to engage in a general banking 
business, with trust powers included. 
This was the first grant of trust powers 
to a corporation in the history of the 
state. However, its trust business was 
so small that it did not hesitate to sur- 
render its trust powers when it became 
a national bank four years later. Even 
in the then largest city on the Pacific 
Coast, there was not enough trust busi- 
ness to justify a bank in maintaining 
a trust department. 


Multiplication Not Needed 


EFORE 1891, several banking cor- 

porations having the word “trust” in 
their titles were organized in the state, 
but there is no evidence that any of these 
banking corporations handled trust busi- 
ness as we define it in any large amount. 
In 1891, the Legislature passed an act 
authorizing the organization of trust 
companies with a minimum capital of 
$100,000, such companies to be under the 
supervision of the bank commissioners. 
Companies organized under the act were 
empowered to act as executor, adminis- 
trator, guardian, assignee, receiver, de- 
positary or trustee in like manner as in- 
dividuals. This act, amended from time 
to time, was the law governing trust 
companies until the enactment of the 
present Bank Act in 1909. 

The lack of demand for trust company 
facilities in the early years of the op- 
eration of the trust company law is in- 
dicated by the fact that only three trust 
companies—the Union Trust Company 
in San Francisco, the Title Insurance 
and Trust Company and the Title Guar- 
antee and Trust Company in Los An- 
geles, were organized prior to 1898. Ten 
years later, there were seven trust com- 
panies, and in 1918 the number had in- 
creased to sixteen trust companies and 
departments—all under state supervi- 
sion. None of these had capital of less 
than $100,000 allocated to the trust de- 
partment. In 1918, national banks were 


Quality Not 


Quantity 


OOKING upon the con- 

duct of trust affairs as 
requiring the most expert 
of banking services, Mr. 
Wood takes the position 
that only institutions of 
sufficient size to meet this 
standard should be em- 
powered to administer 
trusts. Hence the present 
policy of the Federal Re- 
serve authorities toward 
small national banks and 
their trust departments is 
considered by him as un- 
wise and unfitted to the 
demands of a great bank- 


ing fu 


given authority to establish trust de- 
partments with the consent of the Fed- 
eral Reserve authorities. Since 1918, 
the number of trust companies or de- 
partments authorized to do business in 
California grew from sixteen to fifty- 
eight, an increase of forty-two institu- 
tions, of which sixteen were under state 
and twenty-six under national authority. 

However, it must be borne in mind 
that all our large branch banking sys- 
tems, whether under state or national 
supervision, have trust powers, and that 
the hundreds of branches, most of which 
do only a commercial and savings bank 
business, are for all practical purposes 
agents of the head office in securing 
trust business. Very few of the branches 
maintain a separate trust office in 
charge of a trust officer. I am of the 
opinion that the state of California is 
now amply served by our existing trust 
agencies, and that there is no immediate 
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need for the multiplication of trust 


agencies. 


California Policy 


jer policy of California toward the 
administration of trusts by banking 
corporations is fairly well defined. The 
state has never authorized and will not 
authorize an institution to do a trust 
business unless the capital of the trust 
company or the capital allotted to the 
trust department amounts to at least 
$100,000. As the volume of trusts in- 
creases the amount of required capital 
must increase in accordance with law. 
The general effect of this policy has been 
the limitation of trust business to in- 
stitutions large enough to employ a staff 
of experts to handle such business. 

The trust business is of a particularly 
technical kind, requiring the services of 
experts. It is also of a character that 
will not be profitable unless it is large 
enough to justify the employment of a 
properly equipped staff. It is our belief 
that the State Banking Department is 
saving not only the public from inexpert 
handling of trusts, but also the small 
banks from_ ill-considered ambitions 
when it seeks to limit the handling of 
trust business to the larger institutions. 

Whatever policy may be adopted by 
the Federal Reserve authorities in 
granting trust privileges to the smaller 
national banks, the present Superinten- 
dent of Banks will not recommend any 
deviation from the long. established 
policy of California in reference to ade- 
quate capitalization and organization 
of trust companies—a policy that has 
worked well over a period of almost 
forty years and afforded the protection 
that trustors have a right to expect 
from public banking institutions. 


Federal Reserve Policy 


HERE is one criticism of Federal 

banking policy toward the exercise of 
trust powers by national banks, which 
I deem it proper to make. The policy 
of the Federal Reserve authorities, so 
far as we have observed it in California, 
tends to break down the high standards 
set by the state for trust companies and 
departments. In justice to our local 
Federal Reserve authorities, I attribute 

(Continued on page 496) 
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Loopholes in Loans on Stocks 


Vast Army of Stockholders Increases Risk on Security Loans. 
Pitfalls for Unwary Lie in Wider Use of Share Certificates. 
Banks Put on Notice That Failure to Exercise Proper Care in 
Such Transactions Leaves Them the Losers if Fraud Is Found. 


HE growing interest on the part 

of the public generally through- 

out the United States in invest- 

ments in stock of various corpo- 
rations, as evidenced by the trading in 
stock as reported on the exchanges all 
over the country, has developed more 
than ever before the need for the utmost 
care in the matter of transferring and 
registering stock. 

At a time when the public is literally 
“in the market,” the safeguarding of 
transactions in securities is of vital in- 
terest not only to those who are engaged 
in making stock transfers for their cus- 
tomers or clients but those who are ac- 
cepting stock as collateral for loans— 
the banks. 

This widespread purchasing of stocks 
and the consequent increasing use of 
share certificates as collateral for loans 
at small banks have dug new pitfalls for 
the unwary. Some of these were brought 
to light by David P. Condon, registrar 
of the Farmers’ Loan and Trust Com- 
pany of New York, in an address before 
the recent Sixth Regional Trust Con- 
ference at San Francisco. 


Clever Gentlemen 


6¢Q\0ME may have observed,” said Mr. 

Condon, “upon stock certificates of 
those companies listed on the New York 
Stock Exchange—issued for less than 
100 shares, on the reverse side just back 
of where, ordinarily, the number of 
shares are punched out, a printed state- 
ment to the effect that Federal and New 
York State stock transfer stamps must 
not be placed on that end or side of the 
certificate. 

“The reason is this: About two years 
ago, some very clever gentlemen bought 
lots of two shares each of the stock of 
about thirteen different companies, using 
some seven different transfer agencies, 
obtaining in each instance two certi- 
ficates of one share each, the stock all 
having a very. substantial value, 
ranging from $120 to $180 a share, 
and these gentlemen with their two 
one-share certificates, hied themselves 
to balmy Florida. One of them en- 
tered into negotiations with an officer 
of a local bank, looking to the obtaining 
of an option on some local real estate. 
Finally, finding himself without suffi- 
cient capital, he broached the subject 
to the bank official of obtaining loans 
on Stock Exchange collateral. The 
bank official told him that it would be 
perfectly all right, if the stock had sub- 
stantial value, and also if the stock cer- 
tificates deposited as collateral were 
registered in the name of the bank offi- 


cial. All of that was done, and the loans 
were made to him at the prevailing rate 
in Florida, about 8 per cent, and then 
the stock was sent by the banker to a 
New York bank and the loan redis- 
counted at the then prevailing rate of 
4% per cent. The Florida banker 
rubbed his hands in glee, he had made 
a wonderful trade, 3% per cent net to 
him. 


Cut Out the Number 


66D UT one of the men in the loan cage 

of the New York bank noticed 
something peculiar about one of the cer- 
tificates, and started an inquiry and 
found that every one of the certificates 
that had been put up as collateral for 
the loan had been raised, some to 71 
shares, some to 81 shares, some to 91 
shares; they raised them to amounts all 
the way from 71 up to 91 shares. 

“The certificates when issued, in ad- 
dition to having the amount of shares 
correctly stated both in the written-in 
part and the numerals, had the number 
of shares cut out of the scroll on the 
right hand side of the certificate and it 
was, of course, necessary that this cut- 
ting out be made to conform with the 
number of shares the certificate had 
been changed to. 

“Bear in mind that these people had 
two one-share certificates of the same 
company. They cut out of one of the 
certificates the number or figure that 
they needed to fill in the space on the 
raised certificate and fitting it into the 
space originally cut out on the certifi- 
cate, they pasted the stock transfer tax 
stamp on the back of the certificate over 
the original cut out, using the mucilage 
on the back of the tax stamp for the 
purpose of holding the inserted cut out 
in place. Some of them are mighty 
clever. 


Banks Principal Suffers 


667T" HEN what became of that one- 

share certificate that they had 
mutilated? They took a match and 
burned the edge at the scroll and sent 
it back to the transfer agent and asked 
them to issue a new one in the same 
name. 

“Now, bear in mind that the principal 
sufferer through raised stock certificates 
are banks and trust companies who ac- 
cept them for collateral and brokers 
who accept them for sale and many 
losses which have been sustained on this 
account could have been avoided if more 
care had been exercised as to the people 
with whom they were doing business, 
and I would urge banks not to be 
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anxious to do business with a man that 
will lead to taking risks that are really 
not good business risks.” 


Tremendous Gains 


the size of the pres- 
ent day army of stockholders, from 
which comes applicants for collateral 
loans from the banks, Mr. Condon dis- 
cussed the latest figures of owners of 
registered shares. 

“It may be of interest to know,” he 
said, “that there are approximately 1100 
corporations whose common and pre- 
ferred shares are listed on the New 
York Stock Exchange. A recent ques- 
tionnaire sent to these corporations was 
replied to by about 50 per cent of them, 
and the figures show an increase in the 
past five years of 35 per cent in the 
number of common stockholders and 29 
per cent in the number of preferred 
stockholders. Using the figures given in 
answers to the questionnaire as a basis, 
and using also reports from the Com- 
missioner of Internal Revenue in the 
matter of income tax returns, they would 
indicate that there are today approxi- 
mately 5,000,000 registered holders of 
stock of various corporations in the 
United States. 

“It is the opinion of the executives of 
the larger corporations that there are 
three principal causes for the tremen- 
dous gains shown in stockholders’ lists. 
First, there would seem to be a wide 
speculation in securities of all sorts, and 
a growing tendency of stockholders to 
have securities transferred into their 
own names rather than carrying them 
in the names of brokers. Second, is the 
fact that many corporations have en- 
couraged their employees to invest in 
the stock of companies by whom they 
are employed. The third is the large 
number of customer ownership cam- 
paigns which have been conducted by 
public utility corporations, which has 
brought about a wide distribution of 
stock through a desire to secure public 
good will. 


Figures Tell Story 


66 SUBDIVISION of the various 
types of the securities in approx!- 
mately four groups might prove of in- 


terest. Railroads have shown a decrease 
in the number of stockholders during the 
past five years. However, this is a con- 
dition one would expect considering the 
difficulties they have encountered as a 
whole during that period. In the next 
group we might take the oils, the num- 
ber of stockholders of which have in- 
(Continued on page 515) 
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A filed letter or business document is 
of most value to you the minute you 
want it — not later in the day— not 
some other day. 


Just one thing governed in designing 
the new GF 700 line of files, and that 
was permanent filing efficiency. We 
made these files so that it is quick and 
easy to file a letter or other document 
inits proper place, and just as quick and 


AMERICAN BANKERS ASSOCIATION JOURNAL 


Action! When you want it you get it 


CTION! It is demanded of you, and 
you in turn demand it of your 
assistants. 


easy to find it again when it is wanted. 


Every detail contributes to permanent 
speed and usefulness — strength and 
capacity instead of weight and bulk; 
valuable extra inches of filing space; 
drawers that glide smoothly on fric- 
tionless rollers; quick releasing, yet 
positive compressors; beautiful, dura- 
ble and easy-to-clean finish. All these 
features come at a cost surprisingly low. 


And there is a GF 700 line file to fit 
every business record, from a 244 x 3 
card to the largest ledger sheet. 


THE GENERAL FIRE PROOFING COMPANY 


Youngstown, Ohio Canadian Plant, Toronto 
BRANCHES AND DEALERS IN ALL PRINCIPAL CITIES 
ATTACH THIS COUPON TO 
YOUR FIRM LETTERHEAD ‘*** 


THE GENERAL FIREPROOFING CO. 
Youngstown, Ohio 


The GF Alisteel Line: Filing Cabinets - Shelving 
Sectional Cases - Transfer Cases - Storage Cabinets 


Safes - Document Files - Desks - Tables - Supplies — 


Kindly send me descriptive matter on 
the new “700 line” of GF files. 


700 LINE FILES 


When writing to advertisers please mention the American Bankers Association Journal 
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Until a few 
years ago 
no banker could 


answer “Yes” to 
this question 


“Do you know that the entry made on your de- 
positor’s passbook and on your card or ledger in 
the bank are exactly the same and cannot be 

changed or misread?” 


Only where National Bank-Posting Machines are used 
can a banker know that his record and the depositor’s 
are the same and that neither the passbook nor the ledger 
card can be changed. 


National Bank-Posting Machines print both your record 
and the depositor’s record at the same operation. There 
can be no difference, for they are made at exactly the 
same time. There can be no misreading, for every figure 
is in plain type. There can be no changing, for every 
figure is printed in indelible ink. 


Until the development of this machine a few years ago 
this protection was not available in any form. Today 
hundreds of the most: prominent banks in the country 
have gained this protection through the installation of 
National Bank-Posting Machines. 


National Bank-Posting Machines 


Product of The National Cash Register Company 
Dayton, Ohio 


When writing to advertisers please mention the American Bankers Association Journa! 
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The Condition of Business 


Industrial Production and Retail Trade are Establishing New 
Records for 1928. Corporation Earnings for Nine Months Gain 
-19 Per Cent Over Last Year. Renewed Expansion of Brokerage 
Loans Keeps Interest Rates High. Stock Market More Active. 


HE expansion in business ‘that 

started after the middle of the 

year has made further headway 

during the last month and gives 
assurance that November and December 
will witness an unusually high rate of 
activity in industry and trade. So 
marked has been the gain that many 
lines of business will achieve new high 
records for the full year, not only recov- 
ering from the recession in 1927 but 
actually surpassing 1926 which was the 
previous record year. Numerous difficul- 
ties have had to be overcome this year, 
constant readjustments have had to be 
made, but American business goes on 
with a satisfactory degree of equilibrium 
and a volume and prosperity that seems 
irresistible. Not even the “election year 
bogie,” so much feared last spring, could 
seriously slacken its progress. 

Industrial production in the steel, 
automobile and building construction 
industries will score new high records 
in 1928 and these basic lines are repre- 
sentative of numerous smaller trades 
related thereto. Retail trade is active 
from coast to coast, as a result of good 
crops and full payrolls, despite the 
existence of certain problems in dis- 
tribution such as the control of install- 
ment selling and the decreasing size of 
the average wholesale order. Com- 
modity prices have on the whole been 
free from violent fluctuation, with a 
slightly firm trend. 

Money rates have now eased some- 
what but are still high, for the pass- 
ing of the peak season demand in 
commercial credit has been offset by a 
renewed advance in brokerage borrow- 
ings. Present stiff money rates continue 
to keep the bond market depressed and 
have also caused the stock markets to 
turn irregular, but the Federal Reserve 
banks and member banks alike are in 
sound condition. 


Industrial Production Esta- 
blishing New Records 


Perhaps the most encouraging sign 
of all is the unexpectedly favorable 
showing of third quarter profits by in- 
dustrial corporations. The first half of 
the year was generally satisfactory and 
about on a par with 1927 but the sharp 
upturn during the last half-year indi- 
cates that annual reports will exceed 
1927 by a wide margin and may even 
surpass the prosperity of 1926. Our 
tabulation of earnings for the first nine 
months of industtial and trading cor- 
Porations is 19 per cent ahead of 1927, 
while the railroads and public utilities 


are counted upon to make substantial 
gains also. 

Underlying the favorable business 
situation this autumn has been the 
expansion in production by the basic in- 
dustries. For the first seven months 
of 1928 activity ran at approximately 
the same rate as in the corresponding 
period of last year, but August brought 
an acceleration to a new high level 
which has been maintained during Sep- 
tember and October. 

August, 1928, according to the final 
statistics now available, marked the 
highest rate of activity among manu- 
facturing industries generally ever at- 
tained in American history. Remark- 
able also is the fact that the peak was 
reached in the August-September sea- 
son instead of early spring, as is cus- 
tomary. 

Iron and steel production continues to 
be heavy. The total output for the first 
nine months of this year amounted to 
36,930,520 gross tons compared with 33,- 
778,952 tons in the corresponding period 
last year, a gain of 9.3 per cent. Sep- 
tember output was nearly 20 per cent 
ahead of the previous September. New 
orders are flowing into the mills in large 
volume, and continuation of full-time 
operations right into next year, con- 
trasted with the curtailed schedules seen 
in the closing months of 1927, forecasts 
a total 1928 steel output well above 1927 
and the highest in history. 

Automobiles and building construc- 
tion, as usual, constitute major factors 
in this sustained demand for steel, while 
buying by the railroads and car-building 
plants has been subnormal, although 
there are signs of improvement. 

In the first nine months this year 
there were produced in the United States 
(not including any Canadian figures) 
3,064,237 passenger automobiles. That 
is more than in the entire year 1927. 
It is at the rate of nearly 14,000 per 
working day. In addition, there were 
404,838 motor trucks produced as com- 
pared with 366,360 in the first nine 
months of 1927. Ford output has now 
risen to 5000 vehicles per day and may 
soon exceed Chevrolet, which in October 
was turning out 5300 daily. That this 
will be a banner year in automobile out- 
put is beyond doubt. 

Building construction in September 
made a new high record. For the first 
nine months contracts awarded, as com- 
puted by the F. W. Dodge Corporation, 
amounted to $5,132,944,100, an increase 
of 7 per cent over the corresponding 
period of 1927. 

Activity in these three basic lines is 
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representative of the smaller industries, 
too numerous to mention, which supply 
materials, parts and accessories. It will 
be recalled that a year ago most lines 
of manufacturing were on the down- 
grade, while this year, in contrast, gen- 
eral industrial production is sailing 
through to the year-end with the estab- 
lishment of several new high records 
assured. 


Trade Volume Large But 
Certain Problems Persist 


agricultural crops and 
full employment in industry have 
made possible a large volume of retail 
trade. In every part of the country 
trade is active, but reports from the West 
and Northwest are particularly favor- 
able. Following the good returns of 
1927, which enabled many farmers to 
liquidate old debts, the present harvest 
finds them free to spend more gener- 
ously on much needed staples, like cloth- 
ing and new equipment. 

Chain store sales in September of the 
twenty-five leading organizations were 
23 per cent ahead of September, 1927. 
For the first nine months the combined 
sales of the group increased from $792,- 
000,000 to $938,000,000, or 18 per cent. 
It must be recognized, however, that the 
reasons for this substantial gain are 
three-fold, namely, (1) More prosper- 
ous conditions, (2) Larger number of 
stores, and (3) Advantage over indi- 
vidual retailers. 

Two real problems in distribution are 
the control of installment sales by retail- 
ers and the diminishing size of orders 
received by wholesalers. As regards the 
former, there is no denying that it has 
come to stay and has contributed both 
to wider markets for the manufacturers 
and to greater savings by the consumers 
in enablirg them to buy on partial pay- 
ments articles that they would never ob- 
tain if required to first save up the en- 
tire purchase price. At the same time 
the consensus of opinion among credit 
men is that the installment system has 
made the public overbuy. Labor lead- 
ers, likewise, express the opinion that 
most people who buy on weekly or 
monthly payments mortgage more of 
their income than they can afford, and 
the slightest fluctuation downward in 
income flattens their purses. Systematic 
and conservative control of installment 
credits must be exercised, for the list of 
failures among dealers and finance 
houses is growing rapidly. 

A second problem in distribution is 
the dwindling size of the average order 
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received by the wholesaler as a result 
of hand-to-mouth buying on the part of 
the retailer, carried to the extreme. In 
the same way that banks have during 
recent years eliminated the small, un- 
profitable accounts or affixed service 
charges, wholesalers in some lines are 
taking steps to get rid of the very small 
accounts and to induce the customer to 
order more at a time. Also, the trade 
is insisting that the very small retailer 
confine his purchases to two or three 
wholesalers at the most, instead of scat- 
tering his odd-lot orders among ten or 
twenty distributors. It seems a matter 
of regret, however, that any wholesaler 
must decline an account merely because 
it is small and therefore “bothersome,” 
and the question may properly be asked, 
whether this is not the fault of the 
wholesaler himself, in not providing the 
machinery to handle small as well as 
large orders. Such an attitude on the 
part of wholesalers is exactly what has 
helped the mail-order houses, which have 
built up enormous volume on their ability 
to fill all orders with despatch, whether 
for a flashlight battery or a carload of 
coal. 

To say that the average wholesaler 
is having a “tough” time today is put- 
ting it mildly. If he could get exclusive 
rights for any article in a territory, 
such as does a motor dealer, his position 
would be different. But the manufac- 
turer would rather sell to as many 
wholesalers as possible and then let them 
fight for the business among themselves, 
even to the point of vanishing profit 
margins. 


Prices Fluctuate Mildly 
with Trend Upward 


URING the month prices have moved 

irregularly without any spectacular 
change. The average of all commodities, 
as measured by the latest Bureau of 
Labor index, moved up from 98.9 to 
100.1, and compares with 96.5 a year 
ago. The average in 1926 is reckoned 
as 100, and the index covers 550 com- 
modities in wholesale markets. 

Cash wheat declined a few cents fur- 
ther, and at $1.55 per bushel seems far 
below the current year’s maximum of 
$2.33 in April, but it is still above the 
$1.48 minimum in August as well as a 
year ago. Corn is slightly lower, while 
rye and oats are firmer, and most all 
farm products (except eggs) are better 
than at this time last year. 

Copper is the only metal that has dis- 
tinguished itself by better prices and 
quotations have just touched 16 cents 
per pound, the highest in several years. 
Heavy demand for domestic uses and 
export trade, combined with decreasing 
stocks and controlled production, are re- 
sponsible for the rise. Since it costs 
no more to produce copper at 16 cents 
than when the metal is selling, as a year 
ago, at 13% cents, shares on the ex- 
changes and in the unlisted markets 
have enjoyed marked advances in an- 
ticipation of extra dividends. 

Cotton is up to around 19.50 cents 
per pound. February witnessed a low 
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of 17.45 cents, from which it was run 
up to 23.10 in June. The September 
estimate was for a crop 1,500,000 bales 
larger than last year, and mill consump- 
tion was not up to expectations, but the 
October estimate was lowered 446,000 
bales to a total yield of 13,993,000 bales. 

Among miscellaneous other commodi- 
ties, raw silk is slightly higher, hides 
and leather are slightly lower, while 
petroleum and its products show little 
change. Coal prices are still unsatis- 
factory. General prices into next year 
may very likely continue their relative 
stability. 


Money Eases Somewhat 
But Is Still High 


high money rates are 
still prevailing and make a striking 
contrast with the autumn of 1927. Fol- 
lowing are the quotations in New York 
for the respective years: 
1927 


3% 
4@% 
4 


1928 


Call loans 6% 
Time loans, 90 days 7 
Commercial paper, best.. 

Bankers’ acceptances, 90 


5% 
days 4% @% 
Call loans 


ceptances 4 5% 
Federal Reserve _ redis- 

counts 3% 5 

On the accompanying chart is shown 
the range of commercial paper rates and 
Federal Reserve rediscount rates over 
the past five years. 


Commercial paper (dotted line) 

and New York Reserve Bank re- 

discount rates stand highest in 
seven years 


Of the above classifications, call 
money is not so high as a month pre- 
vious, when the ruling rate was perhaps 
one per cent higher, while time money 
also is down fractionally during the 
month. Practically no change has come 
in the quotations on commercial paper 
or bankers’ acceptances. 

An illustration of the severity of 
present money market conditions is found 
in the offering in October by the Treas- 
ury Department of an issue of certifi- 
cates bearing 4% per cent interest. This 
is the first time since the deflation period 
following the war that the government 
has had to pay such a high rate on its 
certificates. This issue in the amount of 
$300,000,000 is for eleven months, to ma- 
ture Sept. 15, 1929. 

A similar Treasury certificate offer- 
ing was made in September carrying a 
yield of 4% per cent, and many private 
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experts thought that this figure was as 
high as the government would need to 
go. The earlier issue was for $550,- 
000,000, to mature June 15, 1929, and 
provided for the final redemption of the 
Third Liberty Loan. Exchange gyb. 
scriptions totaling $103,153,900 were 
allotted in full, and cash subscriptions 
were allotted up to $446,642,000, or about 
50 per cent of the cash subscriptions 
received. 

A few months ago there were no indi- 
cations that the money stringency would 
still be prevailing in November, but the 
outlook had to be modified because of 
the activity and breadth developed by 
autumn manufacturing and trade, and 
by the renewed heavy demand from the 
security markets. Revised outlook, 
therefore, is for the maintenance of 
high though not maximum rates jnto 
next year. 


Expanding Brokers’ Loans 
Feature Banking Situation 


the outstanding development 
in the banking situation during the 
month has been the rapid expansion in 
brokerage loans, including those made 
by banks for their own account and for 
the account of others. To anyone who 
follows the weekly figures of such loans, 
as tabulated by the Federal Reserve 
Bank of New York, the extent and ra- 
pidity of the present increase is stag- 
gering. 

When the current upward movement 
started at the end of August, these 
brokerage borrowings totaled $4,235,- 
148,000. At the end of October they 
had passed the previous high record 
that occurred last June before the break 
in the stockmarket, and had set new 
high records for four consecutive weeks 
in October, reaching $4,772,293,000. This 
represented an expansion of $537,000,- 
000, or over 12 per cent, in the short 
space of two months. The present total 
is $939,000,000, or 27 per cent higher 
than on the corresponding date in 1927, 
and $1,462,000,000, or 52 per cent higher 
than in 1926. 

Bankers and others who understand 
the nature of this brokerage accommo- 
dation and follow it carefully, all recog- 
nize that there is no fixed or reliable 
yardstick to determine just what the 
proper volume of credit devoted to such 
purposes should be. At the same time 
no intelligent student of the situation 
would fail to question whether an» ex- 
pansion of 27 per cent in a year and 
12 per cent in two months is not too 
rapid. Growth during the past five 
years is shown in the accompanying 
chart. (See page 520.) 

Were it not for this factor, the condi- 
tion of American banking would be en- 
tirely comfortable. Commercial borrow- 
ings for the autumn season have now 
passed their peak. 

Federal Reserve Banks are in a strong 
position. Although combined gold hold- 
ings are some $300,000,000 below a year 
ago, and bills discounted for member 
banks some $500,000,000 higher, the 

(Continued on page 520) 
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A REcorD of 21 
years’ growth—and a 
tribute to the principle that 
decisions based upon exact 
knowledge pay higher re- 
turns than those which rest 
upon surmise or guess. 
(The charted data are ex- 
pressed in percentage 
terms, with the average for 
the period 1907-1927 
taken as equal to 100.) 


After all— 
what of itt? 


N the last analysis, what difference does it 
make to you that “Standard” is the largest 
statistical and analytical organization in 

the world? 


= 

N NANA 


a 


How does it affect you if “Standard” employs 
more than 500 trained workers—occupies 
greater space than five floors of the New York 


plete and distinct Services which now bring 
you potent help on business problems. With 


Stock Exchange Building— ships 
over two tons of mail each work- 
ing day—maintains its own huge 
printing plant? 


Why should you be concerned 
when charts and figures prove 
“Standard” progress, from a 
standing start in 1906 to the pres- 
ent moment, more comet-like 
and spectacular than the rise of 
General Motors ? 


After all—what of it—to YOU 


“STANDARD” Services 


provide a flexible, far-reaching sys- 
tem of investment information for 
bankers, brokers and all other ex- 
ecutives who must watch the trend 
of securities and business. STAN- 
DARD is not a tipping agency. If 
it were, we could not refer you to 
ANY large bank in any large 
American city. Included among our 
20,000 clients are all the largest 
banks and financial houses in North 
America. Ask your correspondent 
bank for an opinion of this com- 
pany and the quality of the infor- 
mation it furnishes. 


fewer facilities, “Standard” could 
not hope to supply you with its 
present volume of far-reaching 
statistics, literature, and reports 
on every financial subject of gen- 
eral interest. Lacking organiza- 
tion, the fund of facts “Standard” 
now makes available to save 
your time ... build your busi- 
ness . . . promote your profits... 
would necessarily suffer acute 
curtailment. 


So when you hear of “Stand- 


and 20,000 other clients of the Standard Statis- 


ard’s” continued growth and progress, please 


do not consider it self-congratulatory clap- 
trap. After all, such expansion is of vital, 
lasting importance to you—a natural con- 
comitant to your ever-increasing acceptance 
of the Standard Services. 


tics Company ? 


Just this, if you will:— 


Were it not for physical size, “Standard” could 
not possibly produce the twenty-eight com- 


Would YOU like to know more about Standard Services and how you may fit them to your every business 
activity? The handy coupon below will bring you this information without cost or obligation. 


ST AND ARD MAIL THIS COUPON NOW 


E R V I Cc E STANDARD STATISTICS CO., Inc. 


200 Varick Street, New York 
Published and Distributed by Kindly send me information about STANDARD i 
STANDARD STATISTICS CO., Inc. 


Services and how I may use them to advantage. 
The Largest Statistical Organization in the World 


200 Varick Street, New York 


STANDARD SERVICES 


City. 


When writing to advertisers please mention the American Bankers Association Journa' 
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A Collection Service 
Chain is No Quicker 


than its Slowest 
Link 


The elimination of avoidable 
delays in the handling of 
out-of-town collection items 
is a feature of our service. 
This is the result of— 


Direct routing to place of 
payment. 


Continuous night-and-day 
operation. 


Liberal use of telephone and 
telegraph inquiries and 
advice. 


Close official supervision. 

We can save from one to 
three days’ timein the collec- 
tion of your business. 


All items received at par. 


THE 


PHILADELPHIA 
NATIONAL BANK 


PHILADELPHIA, PA. 


Capital, Surplus and Profits ; $53,500,000 


Electrical Industry 
(Continued from page 478) 


mobiles, trucks or buses, no automatic 
train control, no airplanes. 

Utility industries, generating light 
heat and power would never have been 
developed. Can anyone estimate, even 
roughly, the importance of utilities jp 
our national life based on invested capi. 
tal, labor employment, and revenues? 

Home life without electricity would 
have none of its lights, stoves, percola. 
tors, toasters, irons, washing machines, 
vacuum cleaners, radios, furnace cop. 
trol, hair curlers or even door bells. 

Finance might be considered as out. 
side the field of electrical devices, but 
what would banking be without the elec- 
tric calculators, telautographs, foreign 
exchange cables, wire transfers, dicta- 
phone, stock and news tickers or cooling 
fans? 

Public or governmental activities use 
electricity in such diverse ways as 
dredging harbors, driving battleships, 
for traffic lights, searchlights, light- 
houses, tunnels and fire signals. 

Personal service requires electricity as 
much as does industry. Examples are 
the dentist’s drill, the doctor’s X-ray, the 
barber’s vibrator, the newspaper’s press 
service and the whole field of amuse- 
ment, with theaters, movies, talkies, 
telephoto and television. 

Time in its flight would need to turn 
backward into a different age were the 
world in some way to lose the power 
of this giant energy—electricity. 


Labor Productivity Increases 


ILLION dollar industries in America 
include electrical machinery, appa- 
ratus and supplies which according to 
the latest census figures available, cov- 
ering the year 1925, had products valued 
on wholesale prices at over $1,540,000,- 
000. Growth during the last decade 
has been impressive and a significant 
feature of the government statistics is 
the large increase in production accom- 
plished with only a moderate increase in 
man-power. Following are the com- 
parative figures. 
Calendar Wage Value of 
4 Earners Products 
161,204 85,44! 
234,892 1,293,001,771 
239,921 1'540,002,041 


During the eleven-year period the 
value of product increased 360 per cent. 
while number of employees increased 
only 103 per cent. In 1914 the average 
output per employee amounted to $2,840 
worth of merchandise annually, while in 
1925. the employee produced $6,400 an- 
nually or more than twice as much. 

Between 1923 and 1925 the value of 
products increased 19 per cent with only 
a 2 per cent increase in number of em- 
ployees. As an illustration of the gain 
in labor-output through betterment of 
machinery and methods,-which has been 


“such a large factor in American pros- 


perity and industrial supremacy, the 
electrical business is typical. 
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Classified into different products, our 
$1,540,000,000 output of the electrical in- 
dustry proper in 1925, and $114,000,000 
apparatus representing secondary prod- 
ucts of other industries, included genera- 
tors valued at $110,000,000, transform- 
ers $62,000,000, switchboards $70,000,- 
000, wire and cable $211,000,000, con- 
duits and wiring devices $81,000,000. 

Motors amounted to $113,000,000, 
heating and cooking appliances $75,000,- 
000, ignition apparatus $42,000,000, 


telephone and telegraph equipment $84,- | 


Radio apparatus including 


000,000. 


tubes came to $177,000,000 while bat- | 
teries and parts came to $155,000,000. | 
Miscellaneous machinery and supplies, | 
including measuring instruments, insu- | 


lators, fuses, fire alarms, fans and con- 
trols cost $283,000,000. Our incandescent 
lamp bill came to $74,000,000. 

The nation’s expenditure on electrical 
machinery and apparatus (but not in- 
cluding power) is $4,500,000 per day 
based on 1925 figures and wholesale 


prices, which latter would have to be | 


marked up materially to measure the 
current expenditure by the public at 
retail prices. 
now amounts to $500,000,000 per year 
gross, compared with the $177,000,000 
figure quoted for 1925 and practically 
nothing ten years ago. 

The Electrical Exposition held an- 
nually in New York is always of in- 


terest to the trade and general public, | 
and equally so to bankers who follow | 


the new developments in an industry as 
bearing on its credit conditions and 
prosperity trend. During the latter part 
of October the twenty-second exposition 
of this kind took place and the new dis- 
coveries and devices being constantly 
revealed make the present seem an Age 
of Miracles indeed. 


Most visitors at the 1928 show were | 
probably impressed by three features, | 


of which the most spectacular was a 
television apparatus in operation. 
ing images were transmitted by wireless 
and appeared upon a screen in all their 
natural color and movement. Although 
the picture flickered, like an old-time 
movie, and the screen was small, these 
are difficulties that in all probability 
will be surmounted in due time and tele- 


vision for the home may not be far , 


distant. 
Electrical refrigeration with all its 


improvements was displayed by a num- | 


ber of manufacturers, including the five 
leaders—General Electric, 
Electrolux, Copeland and Kelvinator. A 
vast American public has 
acquainted with electrical refrigeration 
and its desire is whetted by the refine- 


ments now offered in the way of con- | 
venience, economy, silent operation, du- 


rable cabinet construction, cooler and 


dryer temperature and constantly cheap- | 


er sales prices. 

A third feature of the electrical in- 
dustry of today and tomorrow is the 
electric exerciser and reducer. We 
wonder why such appliances were not 
popularized years before, so simple is 
the arrangement of an ordinary electric 
motor, camshaft, gears and canvas belt. 
From the number of concerns already 


Radio enterprise alone | 


Liv- | 


Frigidaire, | 


become | 


THE LIFE INSURANCE TRUST 


dramatized in 


bah unusual simplicity and con- 
vincing appeal, the many benefits 


of the Life Insurance Trust have been 
dramatized in a gripping, two-reel mo- 
tion picture, called 


“VANISHING FORTUNES” 


the most recent contribution of the 
Phoenix Mutual Life Insurance 
Company toward the conservation of 
insurance estates through trust service. 


Those who have seen the film declare it 
is startlingly true to life—that it shows 
faithfully the tragic results of failure to 
safeguard insurance money. 

And yet the story itself is not tragic. 
It simply compels attention for twenty- 
two minutes by using a delicate touch of 
pathos to stir the emotions and then 
smiles and happiness to register its mes- 
sage in a way that cannot be forgotten. 


What Trust Officers Are Saying 


One writes to us: “It gives’me pleasure 

to report that a number of men have 

been in to have insurance trusts created 

following immediately the telling of this 

story. 

Another says: “Practically everyone 
present has communicated with us. We 
have already written many insurance 
trusts and a few wills.” 


this new film 


An agent of a large New York Insurance 
Company writes: “I have just delivered 
$25,000 of life insurance directly due to 
your wonderful film. This is the thirdcase.” 


In one city, four prominent members 
of a local luncheon club went directly to 
their trust companies after seeing the 
picture. 


How to Get the Facts 


We have printed an illustrated booklet 
telling all about this new motion picture 
and how Trust Officers are using it in 
promoting the creation of life insurance 
trusts. 

The booklet shows actual scenes from 
the motion picture and tells exactly 
what the film can accomplish for you— 
where the film can be shown—how the 
name of your own trust company or bank 
can beinscribed at the beginning and end 
of the film—how much the filra costs— 
and all other necessary information. 


If you are interested in securing more 
life insurance trust business, you should 
see this booklet without further delay. 
You will learn from it how effectively 
this new motion picture can aid you. 
There’s no obligation. Send for your copy 
of the booklet, “Vanishing Fortunes,” 
today. 


6) PHOENIX MUTUAL 


LIFE INSURANCE COMPANY 


Home Office:. Hartford, Conn. 


First Policy Issued 1851 
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VAULT VENTILATOR 
ERGENGY FSCAP 


H.... an announcement 


of interest to every banker. Recognizing the 


ever increasing need for such a device, we have 


spared no efforts to produce this Vault Ven- 


tilator Emergency Escape. It provides in one 


unit, for the first time, three indispensable 


services for successful bank vault opera- 


tion. They are: 


A means of escape from within the vault. 


A proper exhaust ventilating system. 


An emergency entrance. 


In addition, it complies with the Num- 
ber 10 Classification for bank bur- 
glary insurance and is covered by our 


exclusive patents. It can be installed 


when your new vault is built, or, if 


you wish, in your present vault. 


Write for complete details. 


DIEBOLD SAFE & LOCK CO., CANTON, OHIO 
Represented in leading cities in U. S. A. and Canada 


SAFE 


BAN KLE R. 


DIEBOLD 


ASK YOU R. 
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engaged in the business and the desire 
of the successful man and woman today 
to keep physically fit, a great future 
is predicted for this newest type of 
“electrical servant.” 


Electrical Dealer a Poor 


Credit Risk 


the stability and growth of 
the electrical industry there are 
certain elements that make the average 


‘manufacturer or dealer a credit risk re. 


quiring the exercise of unusual care. Ip 
the manufacturing end, the problem is 
usually a technical one, concerned with 
the probable effectiveness of new ap. 
pliances, the ability to manufacture at 
a profit and to establish marketing out- 
lets, or the validity of patent rights on 
the specialized processes. 

What the banker is most likely to 
encounter, however, is the electrical 
dealer who finds himself in need of loans 
due to the rapid expansion of business 
and the tying up of capital in install- 
ment sales. At least three-fourths of all 
sales of electrical equipment is on in- 
stallment terms, and 90 per cent would 
be nearer the true figure, eliminating 
electric lamp bulbs, radio batteries, etc., 
that are bought for replacement and 
usually paid for in cash. 

New developments in a product stimu- 
late the market and increase sales but 
they also increase the risk of the dealer 
who must carry an inventory, only to 
see it become obsolete after a short time 
on the shelves. If the “trade-in” prob- 
lem is acute in the motor industry as 
it is seasoned and standardized today, 
consider how much more serious it would 
be in radio retailing. With the constant 
bringing out of new models, pressure 
by manufacturers to reach ever-increas- 
ing sales quotas, installment sales of a 
product as fragile as a radio and in 
the luxury class, it is not surprising that 
dealers are apt to lose money by in- 
stallment credits secured by an article 
whose value depreciates so rapidly. 

Here is the typical balance sheet of 
the electrical merchandiser, as prepared 
for the current year by the Robert 
Morris Associates from a study of sixty- 
five statements of concerns in this trade. 
The amounts have been reduced to per- 
centages of total assets for each item: 


Jobbers and Dealers in Electrical Supplies 


ASSETS 
Receivables 34.47 
Merchandise 32.90 
Marketable securities .86 
Miscellaneous 43 
Total current 74.15 
Total Axed 25.85 
LIABILITIES 
Payables 27.04 
Miscellaneous 1.73 
Total current 29.01 
Funded debt 5.86 
Total debt $4.8 
Reserves, bad debts, 
Net 64.5 


The ratio of current assets to current 
liabilities is only 230 per cent. Mer- 
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chandise is turned over 6.7 times an- 
nually and accounts receivable represent 
two months’ sales. Net profit amounts 
to 2.7 cents on each dollar of sales and 
to 9.7 per cent on net worth. Numerous 
statements are submitted to individual 
banks that do not measure up even to 
this standard. 


“G.E.”’—An Industrial Giant 


N contrast with the local dealer in 

radio and other electrical goods, 
trained as an electrician (or often un- 
trained) rather than as a business man, 
operating with limited capital, the 
gigantic manufacturers of electrical 
generating machinery as well as ap- 
pliances present quite a different phase 
of the industry. Their product is in 
large part made up of generators, trans- 
formers, motors, meters and control ap- 
paratus, manufactured on special con- 
tract for public utility plants which pay 
for the entire installation by selling 
bonds and stock. 

Whenever one thinks of electricity the 
“G.E.” products immediately come to 
mind, for the General Electric Company 
is the outstanding leader in the industry 
and makes nearly every type of ap- 
paratus. Headquarters are in Schenec- 
tady, N. Y., where the large turbine 
sets, etc., are manufactured and the 
most extensive research laboratory of its 
kind in the world is located. Other 
important plants for smaller machinery, 
meters, locomotives, etc., are at West 
Lynn, Mass.; Pittsfield, Mass.; Erie, 
Pa.; Fort Wayne, Ind.; Bridgeport, 
Conn.; Bloomfield, N. J.; Baltimore, 
Md.; Philadelphia, Pa.; Oakland, Cal.; 
and plants for making incandescent 
lamps and radio tubes are in other cities. 
Sales offices, merchandise distributors 
and G-E refrigerator distributors are 
established in more than one hundred 
cities. Foreign sales are handled 
through the International General Elec- 
trie Co., a subsidiary, and the company 
operates three public broadcasting sta- 
tions—WGY at Schenectady, KAO at 
Denver and KGO at Oakland. A com- 
plete catalogue of its products would be 
almost impossible to compile. 

Recently the third quarter report was 
published showing net profits after all 
charges of $13,166,000 and for the first 
nine months of the current year its earn- 
ings amounted to $38,842,000. These 
represent an annual rate of over $50,- 
000,000. The 1927 stockholders report 
(stock is owned by 50,000 persons) 
showed combined capital and surplus at 
the beginning of the year of $295,384,- 
000 (not including general reserves of 
$30,158,000) on which capital invest- 
ment the probable 1928 earnings would 
bring a return of around 17 per cent. 
Surely this is not excessive consider- 
ing that it is the largest and most suc- 
cessful in this great industry, formed a 
generation ago by the merger of several 
old established concerns, and enjoying an 
enviable reputation as to quality and 
dependability of product, research ac- 
tivities and able, progressive manage- 
ment. 


| ] 
HY the Com- 


” 
pany as our correspondent? 


—a bank president 


ECAUSE the basic 
policies of this Company make for 


direct action, prompt decisions, an 
avoidance of red tape. And back 
of these lies a wide experience in 


every phase of a New York 


d ? d 
correspon ent s uties. 


CENTRAL UNION 


TRUST COMPANY OF NEW YORK 


Plaza Office: 42nd Street Office: 
Fifth Avenue 80 BROADWAY = Madison Avenue 
at 60th St. at 42nd St. 


NO SECURITIES FOR SALE 


Capital, Surplus and Undivided Profits Over 50 Million Dollars 
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And Now | 
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Manning Wall Street 
(Continued from page 465) 


The sum will 
probably be larger this year-end, be- 
cause this has been the prosperous year, 
at least from the stock market stand- 
point, in the history of the Street. Year. 
end bonuses vary greatly, but they do 
serve to swell considerably the total in- 
come of the Wall Street employee. Some 
Exchange houses give their staffs two 
weeks’ salary at the end of the year, 
some of them a month’s salary, while in 
extreme cases, an entire year’s salary 
has been paid. 


—A CONCEALED SAFE | 


in Your Desk 


Complaints Were Loud 


ANKS in the financial district, too, 

have generally adopted the bonus 
custom at the year-end. The war can 
be blamed—or credited—with this, too. 
During the period of inflation several of 
the large institutions ascertained through 
surveys that the rise in the cost of 
living had out-distancgd the rise in staff 
salaries. Complaints were loud and fre- 
quent. A few of the large institutions 
recognized the situation and their di- 
rectors voted “cost of living bonuses” 
to employees. Almost all banks in the 
financial district followed this lead. With 
the passing of the period of inflation, 
however, and with the subsequent ad- 
vances in individual salaries, this sort 
of bonus no longer was a necessity. Most 
of the institutions, however, retained the 
bonus system and merely changed the 
date and season of its bestowal. 

There are many other incidental bene- 
fits, too, for Wall Street workers. At 
least three large Wall Street banks and 
several of the larger Stock Exchange 
firms maintain country homes where 
employees may go intermittently and 
rest a bit, or enjoy entire vacations at 
the expense of the firm. Thrift clubs 
are maintained in almost every security 
firm and bank; buying clubs, too, are 
gaining in popularity. Most of the 
banks maintain their own luncheon clubs, 
where emloyees may get their meals at 
actual cost. This is a development 
growing in popularity with Stock Ex- 
change houses, too, because of the fact 
that the usual luncheon hour is like- 
wise the market’s most active period. 


Runs Up the Scale 


ALARIES, of course, vary with the 
individual. Bookkeepers average $75 
per week, customer’s men in the broker- 
age houses average $100, with possibly 


Frequent trips to the safe or vault 
are no longer necessary. Valuable 
documents and indispensable rec- 
ords, can now be kept in a Con- 
cealed Safe right in your desk. 
The desk itself bears no indication 
of a safe, which is concealed by 


the false front. 
The Concealed Safe built by safe 


deposit box specialists is  in- 
separably welded to the interior of 
any Invincible Steel Desk having 
a standard pedestal. The inside 
door is %-inch solid steel with 
three automatic lock bolts con- 
trolled by a Combination Lock re- 
quiring no keys, or a Key Lock re- 
quiring two keys which may be 
separately owned. You can now 


In Your Files 


In your battery of files, 
your Concealed Safe is 
completely hidden from 
view, yet it is convenient 


have complete safe concealment— 
right at your fingertips. 


and accessible. 


The Concealed Safe is 
available in cap size and 
letter size files, in: 4- 
drawer (standard 
height), 3-drawer (coun- 
ter height), 2-drawer 
(desk height) cabinets. 


The safe is available in 
as many drawer spaces 
as desired. 


Write us for details. 


Write for Catalog 


The Invincible Desk Catalog provides com- | 
illustrates other exclusive 
modern business needs. 


plete details and 


desk features 


Write for catalog today. 


\| 


INVINCIBLE METAL FURNITURE Co. 


Manufacturers of Steel Bank and Office Equipment 


836 Franklin St. 
Branch Offices and Sales Rooms 


NEW YORK 
R. Orthwine 
344 W. 34th St. 


CHICAGO 
E. E._ Blankmeyer 
133 W. Lake St. 


Manitowoc, Wisconsin’ 


LOS ANGELES 
M. M. Corbett 
1206 Santee St. 


commission arrangements, telephone op- 
erators get $25 to $35, with the scale 
of pay running down to the messenger 
boys and runners who average about $15 
per week. The average pay of stenog- 
raphers in Wall Street, as testified to 
by the responsible employment agencies, 
is $80 per week, but this runs up the 
scale to $50 or $75 in cases of secretaries 
to important corporation or institutional 
executives. The secretary of one of Wall 
Street’s busiest executives makes an an- 
nual salary of $10,000. 
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During the recent expansion in trad- 
ing, the extension of the wide-flung wire 


system 


here an 
try, expert telegraph operators have 


been the Wall Street employees most in 
jemand. Here are gathered the coun- 
try’s best operators, because the wages 


re 
salaries are from $100 to $150 per week. 


From the stock market standpoint, | 
the telephone operator in the Stock Ex- | 
change house and on the floor of the | 


Exchange, has a most responsible task. 


Usually the place is filled by keen, | 


young men, and they must possess both 
speed and accuracy, because both are 
yital in the touch-and-go business of 
trading in stocks. No less than twenty- 
fve full fledged brokers on the floor of 


the New York Stock Exchange today | 


were former telephone operators, rec- 


ognized by their employers for their | 


skill in this particular and important 
task and promoted as occasion war- 
ranted. 


Hum-Drum Markets 


HE number of Wall Street employ- 

ees has doubled in the last five years. 
Banking institutions which at the end 
of 1923 had 500 men and women on their 
staff now can get along with no less 
than 1000. Stock Exchange firms by 
the score, who had 100 employees at the 
end of 1923, now employ more than 
double that number. A severe test of 
the Street’s ability to reach out into the 
employment field and augment its staff 
developed last Spring. After a series 


of hum-drum markets, a wave of specu- | 


lation, such as has seldom been wit- 
nessed, swept the country. Orders 
poured into the Stock Exchange in ever- 
increasing volume, and a long series of 
4,000,000-share days developed on the 
Exchange. The normal staffs struggled 
along with their increased’ tasks for a 
while, but found themselves hopelessly 
engulfed in the rush of new business. 
Exchange houses fell ten, fifteen and in 
a few cases as much as thirty days be- 
hind in their bookkeeping. Wall Street 
at the time was simply not geared to 
the speed of a 4,000,000-share day. Beds 
were installed in brokerage offices where 
exhausted clerks might throw them- 
selves down for a few hours rest in the 
small hours of the morning. Rooms in 
the few downtown hotels were at a 
premium, 

Gradually a reorganization and en- 
largement of staffs took place. Most 
employers did this by promotions, mov- 
Ing each man and woman up to the 
place ahead and taking on a neophyte. 
In less than one month the staffs of 
Stock Exchange houses had been in- 
creased by an average of 18 per cent. 
Then came a lull in the market, and 
during June, July and early August 
business was dull on the Exchange, but 


all of the houses maintained their full | 


staffs. Now, the 4,000,000-share days 
are rolling along again. Wall Street 
's going full speed and so far as man- 
ning the machinery is concerned, finds 
itself fully equipped for the task. There 


and the opening of new offices | 
d there in all parts of the coun- | 


high and the hours short. Their | 
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The Choice 
of Those Who 


Discriminate 


Makers of fine 
chairs for over 
half a century 


Milwaukee Chairs are selected by those who value them 
for their distinction—their true worth and utility. 


One only has to look into the offices of great banks and 
commercial institutions to notice the predominance of 


Milwaukee Chairs. 


There must always be a leader in every field, and Milwau- 
kee Chairs have filled the leadership roll in the field of 
finer, more dignified, more substantial chairs for the past 


fifty years. 


That is why these famous chairs continue to win favor in 
all parts of America. 


Milwaukee Chairs, in many styles and designs, give you a 
wide variety from which to make a selection. Photographs 
suitable for your needs will be gladly submitted—without 
obligation. Write to The Milwaukee Chair Co., 666 Lake 
Shore Drive, Chicago, and a representative will call on 
you. 


MILWAUKEE 


CHAIRS 


if 
— 
| 
| 
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Would your directors 


have to pay if your bank 


should have a loss? 


HE record:of bank embezzlement losses still con- 
tinues to indicate that most banks are dangerously 
under-insured against the hazard of dishonesty. 


Among several recent cases of under-protection are 
two particularly glaring examples in Wisconsin. One, 
a bank in Milwaukee, which suffered a loss of approxi- 
mately $200,000, carried only $50,000 protection. 
The other, a bank in the Fox River valley, sustained a 
loss of more than $130,000 with only $20,000 pro- 
tection. 
Remember These Facts 

Whenever a bank sustains a loss as the result of the 
dishonest or fraudulent act of an employee or the 
activities of criminals, somebody must pay. If not the 
surety company, then the bank itself must either absorb 
the loss, or seek the financial assistance of its directors. 


Consequently, every bank’s directors should be inter- 
ested in a means of providing protection for their 
bank, which would make it unnecessary for them to 
personally underwrite the lion’s share of any loss 
which it might sustain. 


Maximum Protection at Minimum Cost 


They should be interested, therefore, in F & D Bankers 
Blanket Bonds, a form of insurance which enables 
banks to obtain under one form and at minimum 
cost, the maximum amount of protection against the 
hazards to which they are exposed, including many 
against which specific insurance cannot be purchased. 


Issued only after a careful analysis of the applicant’s 
particular requirements has been made by one of the 
Company’s experts, F & D Bankers Blanket Bonds 
provide the most complete protection obtainable for 
banks. . . . May we not have one of our bank experts 
give you all the facts concerning this desirable cover- 
age. You won’t be obligated in the slightest way, of 
course. 


FIDELITY AND DEPOSIT 


COMPANY 


of Maryland 


BALTIMORE 


Fidelity and Surety Bonds—Burglary and Plate Glass Insurance 


Representatives Everywhere 


An American company providing the best possible protection for American banks 


is little night-work in the Street these 
days, despite the tremendous pace of the 
markets. 


Lets His Rival Alone 


T is rather remarkable, despite the 
keen competition between bank and 
bank, brokerage office and brokerage of. 
fice, to be found in the financial district, 


‘how severely each institution lets the 


employees of his rival alone. The head 
of a large Stock Exchange firm, in 
recent advertisement offering several 
responsible positions, declared that ap- 
plications would not be entertained from 
present employees of other Exchange 
houses. Much the same spirit has de. 
veloped in all parts of the Street. Should 
an emloyee become dissatisfied with his 
job, or his rate of pay or his working 
conditions, he is quite naturally free to 
better himself, but there is very little 
“cut-throat” bidding for the other fel- 
low’s staff in the financial district, 

I have recently talked with the head 
of the personnel departments of the 
Stock Exchange, of two large banking 
institutions, and to the heads of several 
of the largest Stock Exchange houses 
about employment and working condi- 
tions in Wall Street for the young man 
and the young woman. Because of the 
intricate and technical nature of most 
of the tasks in the financial district, it 
is the opinion of all of these employers 
that the best opportunity is for the 
young man or woman who knows noth- 
ing whatever about the business, but 
who is willing to start in and work from 
“the ground up,” learning each task in 
succession in a fascinating business. 
There are opportunities in Wall Street, 
but the jobs are ones to require keen 
brains and healthy bodies. Nor does the 
office boy of today become a partner in 
the firm next week. There is a lively 
battle to it. 

The fact emphasized by all of these 
employers of labor in Wall Street was 
that an army of ever-increasing size 
will be needed each year to man the 
machinery, to take the places of the 
hundreds who drop out, for one cause 
or another, the many who are found 
unfitted for the strain of their tasks 
and, finally, because of the steady ex- 
pansion and growth of all financial ac- 
tivities. 


Labor Bank Conditions 


was the outstanding 
development in the field of labor 
banking during the past year. Declines 
were registered not only in the number 
of labor banks and in their total Te- 
sources but in the other items disclosing 
their condition, both as compared with 
last year and with two years ago. — 

According to the summary of condi- 
tions of labor banks in the United 
States, June 30, 1928, compiled by the 
industrial relations section of Princeton 
University, there are now twenty-eight 
labor banks in operation. This is a drop 
in number from thirty-seven on June 30, 
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1926, and thirty-three on June 30, 1927. 
(ther interests have absorbed a number 
of labor banks in the past two years. 

The reduction in the number of labor 
banks in the past two years has been 
accompanied by a decline of more than 
$12,500,000 in total resources and of over 
$10,700,000 in total deposits. However, 
the bulk of the declines occurred during 


the past year. 


On June 30 the total resources of the 
labor banks was $114,717,673 as com- 


pared with $124,655,752 on June 30, 
1927, and with $127,267,574 on June 30, 


1926. Total 


deposits 


on June 30 


amounted to $98,165,834 as against 
$108,478,242 in 1927 and $108,942,191 in 


1926. 


The total capital of the labor 


banks which amounted to $9,416,600 in 
1926 had declined to $8,155,000 by June, 
1927, and at June 30, 1928, disclosed a 
further decline to a total of $7,437,500. 
The latest report of labor bank condi- 


tions follows: 


Summary of Statements of Condition of Labor Banks in the 
United States, June 30, 1928 


Compiled by Industrial Relations Section, Princeton University 


Location and Name of Bank 


ton, Massachusetts 
Degineers National Bank of Boston 
hicago, Illinois 
Trust and Savings 
Bank 
incinnati, Ohio 
of Railway Clerks 
National Bank 
leveland, Ohio 
National Bank of Cleve- 
land 
Nottingham Savings and Banking 
Company 
Gary, Indiana 
Gary Labor Bank 
Great Falls, Montana 
Labor National Bank of Great 
Falls, The 
Hammond, Indiana 
Peoples Co-operative State Bank.. 
Houston, Texas 
Labor Bank and Trust Company.. 
Indianapolis, Indiana 
United Labor Bank and _ Trust 
Company 
Jackson, Michigan 
Farmers’ and Workingmen’s Sav- 
ings Bank 
Jersey City, New Jersey 
Labor National Bank of Jersey 
City, 
Minneapolis, Minnesota 
Transportation Brotherhoods’ Na- 
tional Bank of Minneapolis, The 
Newark, New Jersey 
Labor National Bank of Newark.. 
New York, New York 
mepeemates Bank of New York, 


pany 
Paterson, New Jersey 
Labor Co-operative National Bank 
of Paterson 
Portland, Oregon 
Brotherhood Co-operative National 
Bank 
Rogersville, Tennessee 
Hawkins County Bank, The? 
St. Louis, Missouri 
Telegraphers’ National Bank of St. 
Louis, The 
San Francisco, California 
Brotherhood National Bank of San 
Francisco 
Seattle, Washington 
Brotherhood Bank and Trust Com- 
pany, The 
Spokane, Washington 
Brotherhoods Co-operative Na- 
tional Bank of Spokane, The.... 
Brotherhood State Bank of Spo- 
kane, The® 
Tacoma, Washington 
Brotherhood Co-operative National 
Bank, The 
Three Forks, Montana 
Labor National Bank of Montana.. 
Toledo, Ohio 
American Bank, The 
Washington, D. C. 
Mt. Vernon Savings Bank 


'Statement of April 24, 1928. 
*Statement of February 28, 1928. 


Capital 
$500,000 


200,000 


200,000 


1,000,000 
75,000 


50,000 


100,000 
100,000 
100,000 


112,500 


100,000 


200,000 


200,000 
250,000 


650,000 
750,000 


300,000 


200,000 
50,000 


500,000 


500,000 


£50,000 


200,000 
25,000 


200,000 
25,000 
200,000 


$7,437,500 


Undivided 


Surplus Profits 


$50,000 $22,095 


100,000 42,175 


50,000 43,794 


9,956 


15,000 6,689 


10,000 2,643 


10,500 8,786 


30,000 15,412 


3,000 951 


22,500 11,142 
16,300 


104,320 


61,540 
148,886 


350,000 
750,000 


85,470 


150,000 35,782 


70,722 
53,804 


224,303 


55,793 


40,000 


89,097 


5,000 1,745 


45,164 
5,000 5,704 
50,000 4,241 
151,822 


$3,606,614 


Deposits 
$2,833,020 


3,129,408 


4,507,582 


16,780,115 
798,717 


627,130 


699,892 
1,705,643 
423,878 


658,222 


971,087 


2,105,277 


2,396,009 
3,626,281 


9,837,679 


297,278 19,036,393 


5,031,616 


2,287,024 
722,261 


6,755,030 


1,669,123 


911,954 


2,687,913 
159,891 


2,677,757 

192,818 
1,203,683 
3,730,431 


Total 
Resources 
$3,732,132 

3,493,885 


5,274,641 


20,154,680 
895,693 


759,892 


822,178 
1,933,634 
528,888 


810,144 


1,095,938 


2,709,095 


2,743,204 
4,064,412 


11,209,688 
21,168,585 


5,675,320 


2,763,149 
826,065 


7,718,383 


2,433,328 


1,201,954 


3,195,679 
192,563 


3,122,879 

228,522 
1,588,567 
4,374,575 


$98,165,834 $114,717,673 
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Send for this 
NEW BRASTEX 


Calendar! 


It Is Sent Free! 


to Bank Executives 


The new BRASTEX Calendars for 
1929 are Ready! Send for yours to- 
day, and it will be mailed absolutely 
free—and without obligating you in 
any way. We want you to see one 
of these superb calendars—to own 
one—for that is the only way you can 
really appreciate their beauty and 
their utility. 


A Calendar That 
“Hits the Mark” 


Sending out calendars is one thing. 
Getting them used is another. If you 
want your calendars to be used and 
appreciated send BRASTEX metal- 
back calendars. They “hit the mark” 
because they are so sturdy and so 
attractive that they compel admira- 
tion wherever they are sent. And 
yet, the price of BRASTEX calen- 
dars is modest. The coupon below— 
or your letterhead—will bring you a 
sample calendar and further informa- 
tion. 


THE NATIONAL ART 


WORKS 
Calendar Division, Covington, Ky. 


The National Art Works, 
Calendar Division, 
Covington, Ky. 


Gentlemen: Please send your sample calendar— 
also further information. = 


1923 
hese 
the 
the 
of- 
ict, 
ead 
2ral INN 
om A\ lig 
| ¥/ 1 lig 
sanany 
el- | AN 
| 
he | 4 
ng <4 4 
he 
st 
it 
Ts 
he 
h- 
t 
m 
in 
Ss. 
e 
y 
Ss Federation Bank and Trust Com- 
e 
e 


AMERICAN BANKERS ASSOCIATION JOURNAL 


FIXED TRUST SHARES 


American Basic-Business Shares Corporatio 
Depositor 
67 Wall Street, New York City 
The Equitable Trust Company of New York 
Trustee 


Each Fixep Trust SHare represents a 1/1000th partici- 
pating interest in property (deposited with the trustee), 
consisting of cash and a unit of common stocks of the fol- 
lowing nationally known basic American industries: 


Railroads 
Illinois Central R.R. Co. 


Louisville & Nashville R.R.Co. 


New York Central R.R. Co. 
Northern Pacific Ry. Co. 
Pennsylvania R.R. Co. | 
Southern Pacific Co. 
Southern Railway Co. 
Union Pacific R.R. Co. 


Standard Oil Group 


Standard Oil Co. of Cal. 
Standard Oil Co. of Ind. 
Standard Oil Co. of N. J. 
Standard Oil Co. of N. Y. 
Vacuum Oil Co. 


tached to certificates. 


Smith, Burris & Co. 


120 So. La Salle Street 
Chicago, III. 


Industrials 


American Can Co. 

American Radiator Co. 
American Tobacco Co. “B” 
duPont (E. I.) de Nemours &Co. 
Ingersoll-Rand Co. 
International Harvester Co. 
National Biscuit Co. 

Otis Elevator Co. 
Timken-Roller Bearing Co. 
United Shoe Machinery Corp. 
United States Steel Corp. 
Woolworth (F. W.) Co. 


Utilities and Quasi- 
Utilities 
American Tel. & Tel. Co. 
General Electric Co. 
Pullman, Inc. 
Western Union Telegraph Co. 
Westinghouse Elec. & Mfg.Co. 


Dividends are payable semi-annually against coupons at- 


Fixep Trust SHares are sold to investors by established 
investment houses and banks in most of the important cities 
of the United States and in several foreign countries, and 
are wholesaled to dealers by the following firms: 


F. J. Lisman & Co. 


44 Wall Street 
New York City 


for Eastern section of the United States 
and foreign countries 


Ross Beason & Co. 


San Francisco, California 
Salt Lake City, Utah 


for Central section of for Western section of 
the United States the United States 


Conflicting Policies on Trust Powers 
(Continued from page 481) 


the extension of trust powers to some of 
the smaller national banks,to their desire 
to conform to the general policy of the 
Federal Reserve Board in reference to 
the granting of trust powers, which 
probably is based upon conditions pre- 
vailing in many states of the Middle 
West where the states have not estab- 
lished requirements for trust corpora- 
tions comparable to those we have estab- 
lished in California and in certain other 
western states. As a result of this policy 
certain comparatively small national 
banks have been authorized to engage 
in trust business. 

The Federal Reserve Act provides 
that no permit shall be issued to a na- 


tional bank to do a trust business if its 
capital and surplus is less than the cap- 
ital and surplus required by state law in 
case of state banks exercising trust 
powers. On its face, the Federal Reserve 
Act seems to establish equality between 
national and state banks with respect 
to trust functions, and undoubtedly its 
purpose was to do so. However, in prac- 
tice, it enables small national banks to 
do a trust business which state banks 
of the same or even larger size can not 
do under our state law. 

We may assume the existence of two 
banks, one state the other national in 
the same town in California, each hav- 
ing $150,000 of capital and surplus. 
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Both want to do a trust business, Un. 
der the state law which provides for 
departmental banking the state bank 
must definitely set aside $100,000 of ity 
capital for its trust department egy. 
ing only $50,000 to support its deposits 
in both commercial and savings depart. 
ments, which is obviously insufficient to 
meet the needs of the community, The 
state bank either has to abandon its 
plan to do a trust business or increase 
its capital by $100,000, the minimum 
capital for a trust department. The np. 
tional bank, however, on application t 
the Federal Reserve authorities, points 
out that it has capital of $150,000 which 
is sufficient under the state law to justify 
a trust business, and deposits with the 
State Treasurer $100,000 in eligible 
bonds or mortgages. Its capital for com. 
mercial and savings business stands at 
$150,000 as a basis for loaning and 
other limits and calculations, since the 
national bank act does not provide for 
departmentalization of capital. 

The effect of the present policy of the 
Federal Reserve authorities is to make 
it possible for small national banks, 
most of which cannot possibly maintain 
proper trust standards, to undertake 
the conduct of trust business. However, 
the Federal Reserve Act leaves the 
grant of trust powers discretionary with 
the Federal Reserve authorities and we 
are hopeful that conferences we are 
holding with local Federal Reserve 
authorities will result in the establish- 
ment by the Federal Reserve of a policy 
that will uphold in California the trust 
company standards set up in the state 
law. 


National Bank Profits 


(Continued from page 470) 


Philadelphia and Pittsburgh national 
bank figures, while not on such a gi- 
gantic scale as that of the New York 
banks, offer a very interesting compari- 
son. In 1908 Philadelphia had thirty- 
six national banks, with $296,154,000 in 
deposits; and in 1927 there were thirty- 
two banks with total deposits of $702,- 
999,000—a growth of 137 per cent. 

Pittsburgh had twenty-eight national 
banks in 1908, and there were but thir- 
teen in 1927. Deposits, however, had 
increased from $164,897,000 to $437,634, 
000, or 165 per cent. 

Chart “B” will show the relative gross 
and net returns for these two groups of 
banks. Pittsburgh topped her sister city 
in every year from the standpoint of 
percentage of gross income, the Pitts- 
burgh figure being very close to the na- 
tional average for this entire period. In 
net profits, however, it has been a close 
race, and the banks of both cities have 
made a remarkable showing in the level 
rate of their net returns. 

Philadelphia banks have operated on 4 
net average profit of 1.33 per cent for 
the twenty years, compared with 1.34 
per cent for New York, and 1.43 per 
cent for Pittsburgh. Net losses in Phil- 
adelphia have been unusually low, and 
the expense somewhat below the national 
average. It will be clearly apparent 
from Chart “B” that Philadelphias 
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The First National Bank and Trust Co., Marquette, Mich. 


wih FLOOR of rent- 
able of fices UFFINGER, FOSTER & BOOKWALTER 


INCORPORATED 


d lud. 1 ARCHITECTS 
oes not preclude a we BANK EQUIPMENT AND VAULT ENGINEERS 


lighted interior or spa- 221 WEST 57th STREET 
cious effect. NEW YORK 


above this banking room 


Expenses, Losses and Depreciation 


(Percentage of Total Deposits) 


3.52 
3.61 


gross return is substantially higher for 
the past five years than it was formerly. 
This trend is also characteristic of New 
York banks, and has especial impor- 
tance because it is not noted in other 
surveys so far presented. 

In order that the trend of costs and 
profits of these four cities so far pre- 
sented and the two groups of states may 
be closely observed, a tabulation is given 
of the results by biennial periods from Net Profits 1927 
1908 to 1918 and yearly from 1921 to Avge. 
1927. Expense and net loss ratios 
have been combined, the latter including 
all charge-offs and depreciation: 
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Probably in few other groups of states 
will there be found such a record of 
banking stability and steady progress as 
have been presented in this survey of the 
eastern states. The success of these 
banks is due not alone to great size and 
reports of fabulous profits, but to skill- 
ful management and rigid adherence to 
the principles of safe administration, 
practised alike in the banks of the small- 
er communities of these eastern states 
as well as in the great national banks 
of the nation’s metropolis. 
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OF NEW YORK 


Stop Waste! 


American Credit Insurance pro- 
vides a safe commercial credit basis. 
It stabilizes business equilibrium. It 
aids in collecting past due accounts. 
It helps to prevent bad debt losses. 
And with losses prevented and the 
fear of them removed, waste of time, 
energy and money is stopped. 


American Credit Insurance 


Keep in mind that these service 
features of American Credit Insur- 
ance are in addition to its primary 
purpose of protecting your patrons’ 
book accounts against all kinds of 
abnormal, unforeseen credit losses. 


We emphasize Service. In fact, the var- 
ious savings derived from our service 
frequently exceed the policy premium. 
Bankers, surely such a broad, compre- 
hensive service for your patrons is well 
worth looking into. 


<The AMERICAN 


CREDIT~ INDEMNITY Co. 
J. F.M° FADDEN, prEsIDENT 
Offices in All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 


In Canada—Toronto, Montreal, Etc. 


MR782 


Trial Balances for Farmers 
(Continued from page 443) 


is better equipped to furnish credit than 
feed.” 


Consult the Banker 


praaeees were urged, after they 
found out definitely what they owned 
and whom they owed, to file these credit 
statements or summaries with their 
bankers. They were urged to pay cash 
and get the discount whenever possible. 
But when credit is needed, they were 
urged to consult first with the banker. 
Free inventory and credit statement 


books were offered to all who could make 
full use of them. Six folding exhibits 
were prepared, showing the value of 
farm inventories to farmers. These ex- 
hibits traveled from bank to _ bank, 
usually by means of the running board 
of the county agent’s car. Each insti- 


tution used at least one exhibit for a 
two-weeks’ table or window display. 
During the campaign, which was con- 
ducted by the extension staff of the de- 
partment of agricultural economics and 
farm management and the State Bank- 
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ers’ Association, in cooperation with the 
local farm bureaus, contacts were made 
with more than double the number of 
farmers ever reached before in a single 
year with the inventory idea. This was 
possible largely because of the enthysj- 
astic assistance given by many cooperat. 
ing agencies, several of which had not 
joined in the earlier campaign. 

The State Department of Education, 
for example, through the division of yo. 
cational education, requested ninety-two 
agricultural high school teachers to cal] 
special meetings during farm inventory 
week of the young farmers’ clubs which 
they are sponsoring. At these meetings, 
instructions were given in taking inven. 
tories, and making out credit statements, 
and opportunity was provided for a lo- 
cal banker to address club members on 
the use of bank credit. 


Closer Relationships 


HE New York State Farm Bureau 

Federation at its annual meeting 
adopted resolutions approving the new 
farm credit statement used in the in- 
ventory campaign, recommended its 
wider use by banks and instructed its 
secretary to send personal letters to 
every country banker in the state urging 
cooperation. 

All of the 850 local granges in the 
state were supplied with material for a 
special lecturer’s hour on the farm inven- 
tory and credit statement for their first 
meeting of the year. Many granges in- 
vited local bankers to give talks at these 
meetings on using bank credit and on 
doing business with a bank, and closer 
relationships resulted. 

Considerable space was given by “The 
Cornell Countryman” to inventory and 
credit statement articles in their Decem- 
ber anniversary issue. The manage- 
ment sent a copy and the farm-inventory 
book, together with a personal letter, to 
every member of the alumni who is 
farming in the state, urging that he 
start the new year by taking an inven- 
tory of his farm business. The agricul- 
tural press and country dailies and 
weeklies throughout the state gave much 
publicity to the material furnished them 
by the extension forces and by local 
bankers, and the large agricultural firms 
and associations mailed the campaign 
poster to each of their plant managers 
and to their agents for prominent dis- 
play. Country banks, country stores, 
and community halls also used the pos- 
ter. 


Valuable Results 


ews demand for the college 
farm inventory book exceeded all 
expectations. By the end of the actual 
inventory week more than 20,000 farm- 
inventory and credit-statement books 
had been distributed. It was necessary 
to print three issues as rapidly as pos- 
sible to meet the demand, and work in 
the state headquarters office was speeded 
up to the limit. 

Establishment of permanent lines of 
continuing work is one of the valuable 
results of the campaign. For example, 
in cooperation with the agricultural 
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committee of the New York State Bank- 
ers’ Association and the office of the 
state leader of junior extension, farm- 
account clubs were started in five coun- 
ties in the state. Excellent interest has 
been shown by members, cooperating 
bankers, and club agents. The members 
are boys and girls between the ages of 
15 and 20 years. They take a complete 
inventory on the home farm at the be- 
ginning of the year and fill out a farm- 
credit statement. At the end of the 
year they make a second inventory and 
fll out a second credit statement. A 
farm cash account is kept by each mem- 
ber during the year, and at the close of 
the year this account is summarized and 
the labor income figured. 


Six Meetings 


CCORDING to the plan, at the first 
A meeting the extension § specialist 
gives instruction in taking an inventory, 
making a credit statement, and keeping a 
simple farm account. At the second meet- 
ing, approximately two months later, the 
specialist discusses farm credit and the 
use of an inventory in making out a 
farm-credit statement and he checks and 
balances the cash accounts kept by the 
members. The third meeting is held at 
a local bank. The banker talks on the 
purpose of a bank and its method of op- 
eration and the members become per- 
sonally acquainted with the bank and its 
staff. Cash accounts are again checked 
and balanced. At the fourth meeting, 
the specialist discusses the various fac- 
tors affecting profits in farming and ex- 
plains ways of increasing the profits. At 
the fifth meeting, held approximately 
two months before the end of the year, 
members check their books and receive 
instructions for taking the second farm 
inventory. At the sixth meeting, just 
after the close of the year, all records are 
summarized and plans for improving the 
individual farm business are discussed 
privately with each member. Plans call 
for a banquet for club members and 
their fathers at the next meeting, at 
which achievement pins and prizes will 
be awarded. 

Believing that the farm inventory and 
credit statement work is the most valu- 
able kind of farm-account work that has 
been done in the state, the New York 
forces are beginning their plans for this 
year’s campaign even earlier than usual 
and are looking forward to even greater 
achievements. 


Bull Market in Stocks 


(Continued from page 438) 


Portion of bonds than of common stocks 
so has he come to the conclusion that to 
Tecelve full benefits from the country’s 
growth and to be protected against the 
decade-to-decade changes in our economic 
life he must hold General Motors as well 
as Atchison, Montgomery Ward no less 
than Pennsylvania and perhaps Radio 
Corporation or the fledgling airplane is- 
Sues to balance an inherited investment 
in New York Central or Northern Pa- 
cific. So competition enters the market 
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\ 
ANY WAY WE SAY 
iT — TRUE 


We might say it this way: 


Over 60% of the banks in the principal metropolitan centers of the United 


States are using La Monte Safety Paper. 


Or this way: 


A majority of the modern and progressive banks in the country have adopted 
La Monte Safety Paper —the accepted standard in check paper. 


Or this way: 


La Monte Safety Paper suggests immediately an alert, up-to-the-minute bank. 
That’s one reason why two-thirds of the banks in the important cities of the 


United States are using it. 


National Safety Paper makes a dignified, substantial, distinctive 
check —the kind that reflects the standing of the bank that issues it and 
the business man that uses it. It is protected on both sides against any 


Prompt service — immediate 
deliveries — assured. George 
La Monte & Son, 61 Broad- 


way, New York. 


place for railroad securities as effec- 
tively as it does along the steel highways 
which the railroads have built and main- 
tained but whose right to all the traffic 
is now being strongly disputed. 


Bank Guaranty Law 


(Continued from page 434) 


now be plainly seen in the results. The 
politicians are clearly to blame for mis- 
leading them. There is no doubt but 
these same politicians will now. advo- 
eate repudiation of the debt when they 
find it cannot be collected from the 
banks. The taxpayer:is more numerous 
than the depositors the state morally 
owes. 


R 
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New Books 


NEW YORK AND BOSTON BANK 
STOCKS. By Bradford Dorr. Pub- 
lished by Investment Trust Analyst, 
Cambridge, Mass. 218 pages. Price 
$2.00. 

The book compares bank stocks with 
bonds, common stocks and preferred 
stocks as to their respective investment 
records during the past twenty years. 
The author undertakes to measure the 
degree of superiority of common stocks 
over bonds and preferred stocks in terms 
of an investment of $1,000 in each of 
the three mediums; to determine 
whether New York bank stocks have 
proved safer and more profitable than 
common stocks in general, or than 
stocks of banks in a typical city. 
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International 


Banking Transactions 


Commercial Letters of Credit _ 
Foreign Exchange 


Collections 


Investment Securities 
Bullion and Currency 


Paut M. Warsurc 
Chairman 


F. Assot GoopHUE 
President 


52 Cedar Street, New York 


New Standards of Bank Management 
(Continued from page 436) 


usually the more profitable. Here is 
an actual illustration which is typical of 
the advantages of a conservative, liquid 
investment program. 

Of two banks located in the same town, 
one placed 82 per cent of its funds in 
local loans, perilously disregarding the 
liquidity of its funds; the other bank 
loaned 42 per cent of its funds locally. 
For the first bank 5 per cent, and for 
the second bank 21 per cent of the avail- 
able funds were placed in government 
and municipal securities. In both cases 
other funds over and above cash were 


invested in the various standard types 
of bonds and mortgages. 

The bank which invested almost all of 
its funds locally received 6.6 per cent re- 
turn; the other bank 5.24 per cent. The 
greater expense connected with making 
local loans, as compared with outside in- 
vestments in the first case, was 0.81 per 
cent as against 0.48 per cent in the sec- 
ond bank. The net losses from local 
loans averaged 0.91 per cent as against 
0.26 per cent for the bank with the more 
conservative and diversified investment 
program. The net result was that the 
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first bank earned 4.34 per cent before de- 
ductions for operating expenses other 
than loan administration expense, while 
the more conservative and liquid instity. 
tion earned 4.50 per cent. 


Like An Indictment 


| touching merely the high spots of 
knowledge which a capable banker 
must bring to the operation of a success. 
ful bank. There are other important 
points. It is the responsibility of the 
management not to tie up its demand de- 
posits in the capital structure of cys. 
tomer businesses. The demand funds of 
a commercial bank are properly loaned 
only for short time purposes. These 
commercial loans are for crop making, 
for the financing of the processes of 
manufacture or merchandising, and are 
to be liquidated by the sale of the crop 
or the merchandise manufactured. And 
the bank that loans its demand funds to 
be used in the capital structure of busi- 
ness concerns is really backing poorly 
financed businesses, encouraging mar- 
ginal competition, rate cutting and dis- 
tress sales. 

It is important also that only a rea- 
sonable percentage of the bank’s assets 
shall go into long time loans or slow 
securities which cannot be easily liqui- 
dated. 

Nowhere have bankers failed more 
completely than in their ignorance on 
the subject of general investment se- 
curities, and in their failure not only to 
invest their own funds wisely, but also 
to encourage sound and diversified in- 
vestment among their customers. This 
sounds like an indictment. It is not so 
intended. It is a stage in the evolution 
of a new and more adequate type of bank 
manager. But if this condition prevails 
ten years from now it should be stated 
as an indictment. During the course of 
the coming year it is my hope that the 
American Bankers Association may de- 
vise ways and means whereby the Asso- 
ciation will be of practical assistance to 
bankers on the intricate subject of in- 
vestments. 


Faith Is Shaken 


E are all familiar these days with 

the financial statements of business 
concerns which show a lower gross and 
a higher net profit. The meaning of this 
trend is plain. Management is entering 
in more effectively than ever before. 
The more direct and economical way of 
doing everything required in business, 
as well as eliminating everything non- 
essential, is being spread to cover 
greater volume. Expense items are be- 
ing tabulated, reduced to graphics, and 
ironed out and down. 

Interest paid on time deposits is, of 
course, one of the largest items of eX- 
pense in most banks. Presumably, the 
interest rate on savings deposits varies 
from 8 per cent to 4 per cent. I say pre- 
sumably, because the results of a recent 
questionnaire sent to bankers over the 
country has in a measure shaken my 
faith in bankers’ mathematics. 

In our questionnaire, we included & 
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typical problem of savings interest; the 
case of a man who had opened an ac- 
count, made certain withdrawals and de- 
posits, and after six months, asked for 
his interest. Among the banks paying 
3 per cent, the actual interest allowed 
varied all the way from $12.68 to $28.25. 
Among those paying 4 per cent, the sum 
varied from $16.17 to $45.16. Banks 
paying 3 per cent frequently paid out 
more cash than those paying 4 per cent. 
Who would have guessed that bankers 
were such individualists as to be totally 
ynable to agree upon the answer to a 
simple mathematical problem? What 
retailer could continue in business pay- 
ing a major expense item of $45.16 as 
against a competitor paying only $16.17? 
Here is a matter of real importance to 
our profits. 


Have Operated Blindly 


§ it not obvious that we should at once 
| eel into the methods used in our 
own institutions? I believe we should do 
this in order to hold the confidence the 
public reposes in our accuracy and 
methods, as well as for our own welfare. 
The American Bankers Association has 
given careful study to this problem and 
has prepared standardized methods of 
figuring savings interest. 

I sometimes wonder why we have 
never fixed interest rates on a basis of 
what we could safely pay customers 
rather than by merely following tra- 
dition and competition. Apparently, we 
have operated blindly and hope for 
profits, and have not assumed the view- 
point of good management which would 
call for a proper balance between income 
and outgo. It is time for management 
to seize the reins here with a firm hand. 

Our second large expense item is pay- 
roll. Good management in other lines 
of business has discovered that it can re- 
duce its total salary costs and increase 
its individual salaries simply by increas- 
ing the efficiency of employees. Well 
paid workers are a company’s best in- 
vestment. I believe we might well in- 
corporate in good bank management the 
principle of having the best paid, most 
efficient employees. 

Many businesses have yet to learn that 
the highest salaried employees, doing 
the most work, in the least time and 
space, with the least equipment and 
supervision, yield the greatest net profit. 
Many industries could probably step up 
their present personnel efficiency 100 per 
cent to 200 per cent. 

Those who manage banking institu- 
tions have often been prone also to bid 
higher for a spectacular increase in busi- 
ness than the quality of the new business 
Wworranted. They have so far focussed 
upon free services as apparently to lose 
sight of the fundamental things which 
are expected of a bank. 

The job of bank management is to 
conduct a safe and liquid bank at a 
Profit. Unless it is safe and profitable, 
it cannot be of maximum service in the 
community. The volume of business 
means nothing, if not linked with safety 
and profit. A 10 per cent to 15 per cent 
Mcrease in deposits in a given year has 


GLIMPSE 
of the new 
quarters of the 
Burlington City 
Loan and Trust 
Company, Bur- 
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lington, N. J., 4 
Shows the style 
adopted by a lead- 

ing bank in one 

of the progressive 
smaller cities. 


Without Leaving Your Desk 


jx is recorded that George Washington, after visiting a a 
Wynkoop, of Bucks County, Pennsylvania, asked the Judge to 
send down to Mt. Vernon a plow such as he had seen in common 
use in Bucks County. Washington had been impressed with its 
effectiveness and wanted to use it on his own plantation. 

It seems strange to us that farmers in Virginia could for decades 
be unaware of an improved device in common use less than two 


hundred miles distant. 


How different are to-day’s conditions! A banker, for example, 
can keep well acquainted with banking progress all over the world, 
without leaving his desk. He has on file current statistics on money. 
The magazines tell him of the new services that other banks are 
inaugurating. He can see, in the illustrations, the latest trend in 
bank buildings. All the new features in building and equipment 
are pictured for him, the friendly low counter, the most recently 
devised vaults, night safes, accounting machinery, illumination—all 
this without the banker stirring from his office. He need no longer 


be unaware of others’ progress. 


TILGHMAN MOYER COMPANY 


The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS « ENGINEERS 


OU need no longer work out your own 
problems pet i 4 The experience of others 
is too easily accessible. In modern banking 
quarters, for instance, the important considera- 
tions are in the booklet ‘Building 
the Bank for Business.”? Plans and photo- 
graphs of recent bank buildings are used to 
illustrate the features described in the text. 
Somany bankers bave asked for itthatathird 
edition has been — The coupon will brin 
vou a copy, without obligation, by return mail. 


little or no significance if the net earn- 
ings fail to keep pace. 
Specializing On Quality 

RECALL one commercial bank with 

deposits of $3,500,000, with a ratio of 
deposits to invested capital of 7% to l, 
and with its income derived solely from 
deposits, and with no miscellaneous de- 
partments. By specializing on quality 
business, it has for five years added al- 


TILGHMAN Moyer Company, Allentown, Pa. 


Gentlemen: Without obligation, please mail 


me a copy of “Building the Bank for Business.” 


Name: 


Address :_ 


most 18 per cent annually to its invested 
capital. This is a tangible expression of 
good management. 

In one bank, the ratio of net losses to 
gross income averaged over 17 per cent 
for six years. In other words, out of 
every $100 in gross income, more than 
$17 was lost through poor loans. In just 
two years, capable management had re- 
duced that percentage from over 17 per 
cent, to less than 3.5 per cent. 
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NEW YORK BOSTON 


Where Do You 
Obtain Information 
On Investments? 


Wide-spread public interest in invest- 
ments requires every bank to have a 
ready source of information. 


You can obtain accurate reports on 
individual companies and their stocks 
and bonds, from original sources, 
through the co-operation of our De- 


partment of Economics and Surveys. 


On market quotations, sales and pur- 
chases, our Trading Department in the 
principal financial centers, connected by 
private wires, will give you prompt and 


All without cost or obligation. 


For fuller information 
send for our booklet 
“A Valuable Aid to Banks 


and Investors.” 


Ask for AZ-9 


AC.ALLYN*° COMPANY 


INCORPORATED 
Investment Securities 


67 West Monroe Street, Chicago 


PHILADELPHIA 
MILWAUKEE ST.LOUIS MINNEAPOLIS 
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Into the Discard 


—— things have been accom- 
plished, I happen to know, by first 
throwing into the discard all of the old 
“can’ts” and “don’ts.” Surface logic has 
been discounted. Bankers have had the 
courage to reject unprofitable leads and 
concentrate upon the cultivation of sound 
business, good credits, sizable accounts, 
and highly efficient, well paid employees 
—the best of organized effort invested 
upon the best of business materials. 

In the large number of banks that 
have gone over the brink of bankruptcy 
within the past eight years, many suf- 
fered credit losses to the point where 
their profits, if not their capital assets, 
were dissipated. Too frequently, excess 
loans are made to individuals and busi- 


ness concerns. Every banker should 
know how far he can safely expand his 
credit risk, and under no condition 
should he go beyond this limit; for when 
he does so, he greatly increases his 
losses, encourages unsound business, and 
incurs unknown hazards. 


Hampered by Politics 


banker’s credit files should pre- 
sent a continuous history of the cus- 
tomer’s credit position and reveal any 
hazardous tendencies which may develop 
in the customer’s business. A very good 
rule, too frequently ignored, is that 
every unsecured borrower of $500 or 
more should be required to place his 
financial statement on file. This practice 
should apply without exception to farm- 
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ers, merchants, manufacturers, and other 
commercial and individual customers in- 
cluding stockholders and directors. 

One especially commendable trend in 
the direction of better banking jis jndj. 
cated by the fact that 80 per cent of the 
bankers answering the questionnaire 
stated that they required borrowers’ 
statements for unsecured loans of $509 
or more. 

Management is, however, not wholly 
an internal problem, for banks require 
the additional benefits of outside super- 
vision. The comptroller’s office and the 
state banking department are charged 
with the responsibility of this outside 
supervision. By and large, the public 
officials in our banking departments are 
qualified and capable. I have communi- 
cations from many of them in my files 
which clearly show conscientious and 
highly intelligent effort to help in the 
betterment of banking practice in their 
respective states. They have, however, 
in some instances, been hampered by 
political influences. It is the responsi- 
bility of the banking profession to see 
that these state banking departments are 
severed from political activities and set 
up as independent, effective business 
units, free to concentrate upon bank 
supervision. 


Simon-Pure Ignorance 


Pn and necessary as outside 
supervision is, the burden of better 
bank management in the final analysis 
must rest upon the officers and directors 
of the individual institutions. The man- 
agement of a bank cannot be delegated 
outside. Any honest and _ intelligent 
study of the causes of bank failures in 
the past eight years terminates in a firm 
conviction. that the basic reasons have 
been mismanagement, incompetence, or 
Simon-pure ignorance of sound banking 
principles. 

Too often in the past men unfamiliar 
with good banking practice have become 
officers and directors of banks. With 
the responsibilities that a banker has, 
the right to accept deposits can be prop- 
erly given only to those who are ground- 
ed in the fundamentals of safe banking. 

I believe if there were set up certain 
definite standards to be required of bank 
officers, the administration of which 
would be under the supervision of our 
State Banking Departments and _ the 
Comptroller of the Currency, that the 
kind and character of men _intrusted 
with the management of banks in the 
future would be very considerably im- 
proved. 


A Genuine Necessity 


OR bank directors, somewhat of the 
same knowledge of the essentials of 
good bank management is required. The 


time has long since passed in progres-: 


sive and well managed banks where the 
directors have nothing to do with the 
loaning operations. Directors should 
more and more be selected for broad 
experience and sound business judgment, 
as well as for valuable contacts and 4 
cooperative spirit. Too often the direc- 
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tors have known nothing of banking and 
have failed to realize their full respon- 
sibilities in the supervision of the bank. 
Perhaps, equally often, the bank officers 
nave failed to give the directors the in- 
formation necessary for intelligent su- 
pervision. 

There is a genuine necessity for the 
instruction of bank directors in the key 
points of bank management. They should 
have readily accessible information 
which will give them a simple but com- 
prehensive viewpoint on the main causes 
of bank failure, the analysis of state- 
ments, the relationship of safety and 
profits, the maintenance of secondary re- 
serves, credit control, the development 
of new business and all of the recog- 
nized standards of sound banking prac- 
tice. 

And when this has been done, the 
bank should regularly and automatically 
supply its directors with such essential 
information as a comparative asset and 
liability statement, an operating state- 
ment, a classification of assets showing 
liquidity and risk assumed, and other 
information having to do with various 
legal, new business, cost and _ profit 
phases of bank operation. In this con- 
nection I may add that the American 
Bankers Association has developed a 
standardized form for use by banks in 
providing their directors with informa- 
tion. 


To the Very Heart 


ingen problems of management go 
to the very heart of bank operation. 
They concern the inmost substance of 
our service and our success. I realize 
the difficulties that may appear in the 
path of this program. But I have seen 
one industry after another taking its 
cue from the success of some other busi- 
ness group and marching into more ad- 
vanced ground. 

Gradually we shall all have in bank- 

ing what we require of our customers in 
other lines—control by men with a gen- 
ius for management, consideration of 
every essential of the problem, market 
analysis, elimination of unprofitable 
units and wasteful practices, closer 
budgetary control, economical and prof- 
itable operation, faster turnover of cap- 
ital, lower costs, larger gross and net 
profits, and greater liquidity with even 
greater safety and service. 
' The banking business has been mak- 
Ing great progress the past few years. 
The time is ripe for the application of 
higher and more definite standards. No 
business has greater responsibility—none 
has the right to be more efficiently man- 
aged. By the cooperation of all, the 
time element in accomplishing this great 
achievement may be minimized. 


Trust Departments 
(Continued from page 442) 


it will be a saving of expense, for the 
trusts can be supervised and managed 
with greater efficiency with fewer trust 
officers, and therefore with resulting net 
reduction in the payroll. 


Where the Paths 


of Commerce Cross 


Our 5%% GUARANTEED 
First MortGace 
CATES represent participa- 
tion in choice selected first 
mortgages on property in 
New York City, Westchester 
County and Long Island. 


This guaranteed investment is ideal for both insti- 
tutions and individuals, and is based on the under- 
lying stability of the country’s chief financial and 


commercial center. 


The Certificates are available in any amount from 


$100 upward and net the investor 5%% with prin- 
cipal and interest guaranteed by our Capital Funds 
of over $45,000,000. 


Write for our booklet 


NEW YORK 
TITLE AND MORTGAGE 
COMPANY 


Capital Funds over $45,000,000 
135 Broadway, New York City 


Of course, it is not pleasant to devise 
schemes of economy which result in in- 
vitations to brother officers to find posi- 
tions elsewhere, but this does not nec- 
essarily follow. If a company happens 
to be in a position where the volume of 
its trust business is overtaxing its trust 
officers, relieving them from detail in the 
manner suggested may result in leaving 
them with more than sufficient time to 
handle their proper work, that is, super- 
vision, contact with clients and construc- 
tive thought upon the problems of their 
trusts. Even should they have some 


idle time upon their hands as the result 
of this lifting of office detail adminis- 
tration, it is more than likely—in fact, 


has been the experience of all of us— 
that the increase of business will bring 
more trusts under their supervision 
which will in a short time occupy their 
time fully. 

The employment of trust aides or ad- 
ministrators to relieve officers may re- 
sult temporarily in an increase of ex- 
pense, but it will be more than com- 
pensated for by the knowledge that 
trusts are handled efficiently, by the 
satisfaction of doing good work, and, 
more than these, by the enhanced repu- 
tation of the company among its clients 
and the public for performing its trust 
service efficiently. Reorganizations of 
office administration generally cost 
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Every Trust 


Facility 


For individuals, cor- 
porations and banks 
based on the experi- 
ence of 104 years. 


CHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 
FOUNDED 1824 


Main Office: 165 Broadway 


money and should not be undertaken 
unless the benefits of the next few years 
will more than make up the loss. 

With detail taken from officers, and 
with aides to handle it, it is impor- 


tant that a methodical scheme of 
assigning new trusts to officers be 
adopted. It is good practice to delegate 


this to one of the trust officers—prefer- 
ably the one who is the chief assistant 
or right hand of the executive officer in 
charge of the department. These as- 
signments should be made upon a well 
defined plan, taking into consideration 
the number of trusts already assigned 
to each officer, whether he is crowded 
with work, his preference as to the 
kinds of trusts, and his special qualifi- 
cations to handle certain kinds of trusts. 
If this is not done, it will be found that 


some men will be overworked and others 
will lead easy lives. It is usually the 
case that the officer who despatches 
work quickly and ably and who is popu- 
lar with his clients is assigned too 
many trusts and is overworked. This 
situation must be avoided if the depart- 
ment is to function efficiently. 

The assigning cannot be done prop- 
erly in a hit-or-miss manner. It must be 
done upon a carefully worked out system 
and with a record of the essential in- 
formation upon the desk of the assign- 
ing officer. Otherwise the work of super- 
vising the administration of trusts will 
become badly balanced and ill-assorted 
and therefore inefficient and expensive. 
It will in turn cause the work of the 
trust aides or administrators to become 
badly balanced and therefore inefficient. 
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Bucking the Bank of 
England 


(Continued from page 439) 


every such occasion, without exception 
industry has been held back, on the one 
hand by insufficient credit supplies fop 
productive purposes, on the other by the 
closely connected insufficiency of public 
purchasing power to take off the mar. 
ket the goods actually produced. Put in 
another way, it would almost seem, ae. 
cording to this explanation, that credit 
supplies to industry have been cut off at 
the crucial point; that they have been 
granted long enough to give a temporary 
stimulus to production, but that the sup- 
plies have been stopped before the dis. 
tribution of the additional credit 
through the channels of wages and 
profits has had time to take effect. Hence 
the ups and downs and incipient re. 
vivals of British trade. 

“Now if this explanation has any 
truth in it, then clearly the greatest pos- 
sible importance attaches to the problem 
‘of our credit structure and policy, for 
with our existing machinery the centra} 
bank is the point of control over the 
entire credit system, and it is upon this 
part of the machinery and the policy 
pursued in operating it that attention 
should be concentrated.” 


Astute Silence 


A FEW months ago, Mr. McKenna ap- 
peared to be trying to force the 
hand of the Bank of England by pur- 
chasing a huge shipment of gold. It 
was thought that the new gold would 
create a condition of easy money and 
lowered rates. The Bank, however, neu- 
tralized the gold by selling securities. 
Moreover, they incorporated in the new 
Currency and Bank Notes Act a clause 
providing that the Bank might in the fu- 
ture force any joint stock bank to sell 
gold to it. This provision enables the 
Bank to resist any repetition of such a 
scheme as that tried by Mr. McKenna 
this year. Mr. McKenna as Chairman 
of the largest of the joint stock banks 
and the largest bank in the world, com- 
mands a very wide influence. 
In the face of all this criticism, what 
is the position of the Bank of England? 
The answer has been hard to find be- 
cause the strategy of the Bank has in 
general been one of astute silence. There 
are certain journalists in London who 
purport to be semi-official spokesmen 
for the Governor of the Bank. Some of 
these men are received by the Governor 
and are allowed to discuss matters quite 
frankly. In turn, they preserve the 
confidence placed in them perfectly and 
in their writings from day to day re 
ligiously avoid imputing any comments 
to the Governor. Their columns ring 
with “We believe . . .,” and “It is said 
; ..? and “The market may expect 
. . .,” ete. Americans who are familiar 
with the authorized interviews at the 
White House will understand the tech- 
nique. 
Now, the strange feature of this situ- 
ation is that no two of these semi-official 
spokesmen agree as to what the Gover~ 
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nor really says and really means. It 
may be inferred that they do a great 
deal of “wishful thinking” while the 
Governor is talking to them. To add to 
the possibility of misunderstanding, one 
cannot escape the opinion that even di- 
rectors of the Bank and advisers and ex- 
perts of the staff differ in their impres- 
sion of what the. Governor thinks and, 
what is more to the point, differ in what 
they think his policy ought to be. 


Worth the Sacrifice 


N outsider might suppose that the 
A Governor would end all this con- 
fusion of thought by a public explana- 
tion and declaration of policy, such as 
Governor Young of the Federal Reserve 
Board recently made clarifying the pol- 
icies of the System. Yet it is utterly un- 
thinkable that the Governor of the Bank 
of England should make an address of 
that kind. The mere suggestion strikes 
one as being contrary to the traditional 
policy of the Bank of England. 

The observer is therefore forced to 
sift the divergent opinion of the score 
of men who think they know what the 
Governor of the Bank of England really 
aims to accomplish and to appraise the 
situation as best he can. And after all, 
this method does not leave us very badly 
in the dark. Certain things stand out 
quite clearly and they can be stated with 
definiteness. 

First, there is the official conviction 
that the return to gold is worth all it 
costs. If price deflation and trade de- 
pression have in any degree been a con- 
sequence, nevertheless, regret them as 
we may, the stability and confidence cre- 
ated by getting the world back to gold 
is easily worth the sacrifice. 


Done to Death 


5 eee fall of prices since 1925 was in- 
evitable and nothing that the Bank 
of England could do could stop it. Back 
in 1923, Mr. Norman said, “We bankers 
feel that we are suffering from ills which 
are not of our own making.” As one 
unfriendly critic puts it, “The Governor 
is a fatalist on such matters. If prices 
are going to fall, they are going to fall 
and the Bank should not be blamed.” 
And there is a feeling that the whole 
Keynes-McKenna-Labor Party conten- 
tion is a plea for cheap money and infla- 
tion. 

The fundamental causes of unemploy- 
ment and trade depression are believed 
to be non-monetary in character and not 
susceptible to relief by monetary policy. 
It is said that the bulk of employment is 
localized in a few basic industries. For 
instance, coal is depressed because con- 
sumption of coal has fallen off. Textile 
manufacturers are depressed because of 
competition from the spindles of China, 
Japan and India. Shipbuilding is de- 
pressed because of overbuilding during 
the war. Individual supply and demand, 
industry by industry, is thus appealed 
to as the primary explanation of bad 
trade. And the way out is declared to 
be “rationalization.” This word is be- 


ing done to death. Nobody knows what 
Such ideas are associated 


it means. 
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It is a fact that S&G Secret Key Changing 
Safe Deposit Locks protect not “amply” 
but absolutely. It is a fact that scores of 
the country’s leading banks, after inves- 
tigation, installed these locks in their 


vaults to the exclusion of all others. It is 
a fact that to investigate this lock your- 
self will cost buta fewcents of your money 


and little of your time. . 


. Since these 


things are so, don’t you think you should 
know more about this lock? 


The S & G Secret Key Changing 
Safe Deposit Lock has been cer- 
tified pickproof by the Under- 
writers Laboratories of Chicago. 
A complete working model sent 
without obligation on receipt 


of coupon. 


Sargent & Greenleaf, Inc. 
Rochester, New York 


Sargent & Greenleaf, Inc. Rochester, N.Y. 


Please send me without ob- 
ligation a working model 
of the S & G Secret Key 
Changing Safe Deposit Lock 


with it as cost cutting, new inventions, 
scientific research, Americanization, car- 
tels and combinations, development of 
new industries, increased _ efficiency. 
Whatever it means, the concept is non- 
monetary. It implies that industry must 
solve its problems without the aid of 
cheap money or inflation. It is supposed 
to be the stern, hard route but in the 
end the only sound one. 


8 re Bank aims to allow more “elas- 
ticity” of currency and credit in the 
future than it did in the pre-war era. 
This is obvious from the debates over 
the new Currency and Bank Notes Act. 
This Act set a fixed fiduciary note issue 
of 260,000,000 pounds. The amount can 
be raised temporarily with consent of 
the Treasury and permanently with con- 


sent of Parliament. It can be lowered 
either temporarily or permanently by 
consent of the Treasury alone. 

In debate, the Labor Party declared 
that such a provision would be used only 
in time of crisis whereas what was 
needed was a normal month to month 
elasticity which would permit currency 
growth to keep pace with trade revival 
if and when it comes. In reply, the 
Government spokesman stated that the 
new elastic powers were “intended to be 
used not in a crisis but before it and to 
prevent undue stringency from aris- 
ing.” 

This declaration was challenged as not 
binding the Bank. Consequently, the 
speaker went to Governor Norman for 
approval and, when he next appeared 
in the House of Commons, he declared, 
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The New York 
Trust Company 
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Trust Services 


Personal Services 
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40TH STREET AND MADISON AVENUE 
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“I am authorized to say that the Gover: 
nor of the Bank has read what I said 

. and he has authorized me to say 
that does represent the general inten- 
tions of the Bank. That, then, is the 
policy, therefore, of the Bank.” The 
outside observer may still be skeptical] 
of the rather vague committment thus 
proffered. It is not of much signifi- 
cance. 


Gold Economy 


Bank is by no means oblivious 
to the menace of falling prices. Par- 
ticularly, they fear the increase in the 
burden of the war debts if money ap- 
preciates further. They would consider 


any further decline in commodity prices 
as an acute evil. How, then, shall they 
resist such a menace? Chiefly by work- 
ing for gold economy in the form of the 
gold exchange standard, through the 
medium of informal cooperation between 
central bank heads. They will try to 
dissuade countries from putting gold 
back into circulation. They will try to 
persuade countries to keep reserves in 
foreign bank balances rather than in 
domestic gold stocks. Thus, by work- 
ing solely on the side of demand for 
gold, and wholly within orthodox lines, 
they will endeavor to halt the decline of 
prices. 

It is to be noted that with great em- 
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phasis the Bank is opposed to any 
“ 

scheme of “managed currency” or “sta. 
bilization of prices.” There can be no 
doubt of the Bank’s determined apj. 
mosity toward the gospel of the Price 
stabilizers in all countries. Everyone 
who pretends to be in touch with the 
mind of the Bank, whether semi-official. 
ly or unofficially, comes forth with the 
old aphorism, “We could not stabilize 
prices if we would and we should not if 
we could.” The principle embodied jn 
the so-called Strong Bill which has been 
up before Congress is anathema in the 
eyes of The Old Lady of Threadneedle 
Street. 

Banking opinion in London seems for 
the most part to think that our Fed- 
eral Reserve banks are wrong in their 
effort to deflate Wall Street. I am not 
here saying what the attitude of the 
Bank of England may be on this specific 
point. I am merely making a comment 
of general application to London bank- 
ing circles. England had hoped to see 
the Bank rate lowered from 4% to 4 
per cent early this year, but was frus- 
trated by the advances in Federal Re- 
serve rates. Tight money in New York 
has forced tight money on London. 

Most Londoners cannot understand 
the psychology of our bankers. If an 
excess of brokers’ loans appeared on 
Lombard Street, the Bank of England 
would call in some of the bankers in- 
formally and indicate its view that the 
boom was going too far. To the bank- 
ers, the Governor’s wish would be law. 
They have a sense of discipline, of obedi- 
ence, of team-work on such matters. It 
would not be “playing the game” to go 
against the wishes of their leader. They 
would get behind the Bank and deflate 
the stock market. 

The events of 1928 in Wall Street are 
inconceivable to the London banker, and 
the reason lies in the mental attitude 
which by tradition dominates the Lon- 
don market. The hope is very wide- 
spread in London that the Reserve 
Banks will find their mistake, reverse 
their policy, allow interest rates to fall, 
and so pave the way for a further low- 
ering of the Bank of England rate. 


Life Insurance Trust 


Form 


ESIGNED to serve as a guide to life 
underwriters, attorneys, trust offi- 
cers and customers of trust companies 
and banks, a specimen form for unfunded 
life insurance trust agreements has been 
prepared by the committee on insurance 
trusts of the Trust Company Division of 
the American Bankers Association. 
“The life insurance trust,” the divi- 
sion states, “is a modern plan for pro- 
tecting and conserving wealth. By the 
simple means of a trust agreement, the 
proceeds of life insurance policies are 
made payable to a bank or trust com- 
pany, as trustee. The money is carefully 
invested—the income and principal are 
paid out in accordance with the direc- 
tions given by the creator of the trust. 
It may be shaped to fit the particular 
needs of any situation.” 


506 
Nove? 
& 

| killed 
prope 
| Th 
Isthn 
| from 
nativ 
Orles 
to 
and 
met 
back 

ing 
child 
prea 
and, 
mad 
disti 
telli 

see 
chil 
den: 
som 
thot 
earl 
two 
was 
he 1 

to 
cha 

| the 
I 
best 
sou 
elde 
Jos 
to 
bro 
it 

to 
lar: 
my 

to 
dri 
me 
an 
He 
pel 
tri 
six 
wo 
est 
on 
ole 
po 
an 
as 
ca 
M 
Ce 
wl 
wi 
tr 
Se 
S: 
th 


November, 1928 


Gold Rush Days 


(Continued from page 450) 
killed by the Indians and robbed of his 

rty. 
landed the children at the 
Isthmus, where they were carried across 
from Panama in chairs on the backs of 
natives and then reshipped | to New 
Orleans and on up the Mississippi River 
to St. Louis, the trip being very long 
and tiresome. On their arrival, relatives 
met the children, and they were taken 
back to Parkville, then the problem be- 
ing who was to take them, as all the 
children’s relatives were farmers or 
preachers who had large families of 


their own. 


Rewards of Prayer 


Y father’s uncle, Middleton R. Jones, 

was a minister of the M. E. Church, 
and, as was usual in those days, barely 
made a living by preaching in the rural 
districts of Missouri. I remember him 
telling me that he could not possibly 
see his way clear to take any of the 
children, as it seemed that his own bur- 
dens were all he could bear, but he said 
some one must look after them. He 
thought over it and prayed long and 
earnestly, and then decided he must take 
two of the smallest children. My father 
was one of them, and from the very day 
he made the decision his fortunes began 
to improve. He was given a better 
charge and was then able to care for 
the children with less hardship. 

In after years he became one of the 
best known Methodist ministers in Mis- 
souri, and filled the office of presiding 
elder both in the Hannibal and St. 
Joseph districts, and credited his success 
to the sacrifice he made in taking his 
brother’s orphan children at a time when 
it seemed to him it would be impossible 
to care for any more family than the 
large one he already had. He cared for 
my father until he became old enough 
to work. He secured for him a job of 
driving a team of mules for the govern- 
ment, hauling supplies to the soldiers 
and miners in Arizona and California. 
He would tell me many tales of the ex- 
periences he had, as he made several 
trips along the old trail in the early 
sixties, when the country was wild and 
woolly and Buffalo Bill was the young- 
est rider for the Pony Express. 


Trail Tragedies 


(CALIFORNIA deserves great credit 
for its wonderful development, but 
one must not lose sight of the fact that 
old Missouri furnished the starting 
point, sending in the vital necessaries 
and transportation to what is now known 
as the Golden West; most all of the 
caravans making the start from the 
Missouri River succeeded in reaching 
California. The most noted failure was 
what is known as the Donner party, 
who were persuaded to leave the main 
train and take a short cut from the 
Santa Fe trail along the south of Great 
Salt Lake, crossing the High Sierras in 
the vicinity of Lake Tahoe. The route 
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was new and difficult to find, as about 
the only marks for long stretches were 
occasional blazes on trees. This delayed 
them, and they reached the mountains 
and started the ascent, but a snowstorm, 
coming earlier than had ever been known 
to come in thirty years, compelled them 
to stop, cut logs, and make the best 
camp possible, while the snow continued 
to get deeper and deeper every day, 
finally covering the huts and wagons 
thirty to forty feet deep; all the oxen 
and cattle perished, and the struggle 
began against freezing and starvation. 
The nearest settlement was hundreds 
of miles away, across the mountains, 
which several parties tried frantically 
to reach and failed; finally some one 
made the trip and notified Camp Sutter 
of their plight. A rescue party was 
sent out at once, which, after weeks of 


privation, reached the camp without food 
enough to be of any benefit. They re- 
turned, and another relief party was 
organized and sent out, which had very 
little better success. A third and fourth 
expedition finally brought out most of 
the surviving children and a few adults, 
all almost dead. All the Donner family 
except some young children perished, 
losing all their property, which for that 
time was considerable, as they had dis- 
posed of their land and were coming 
with all the accumulations of a lifetime 
to this new eldorado. 

The story of this trip, written 
by a daughter sixty years. after, 
is a most heartrending . account of 
suffering, privation, and hunger. 
The party remained in the snow- 
bound camp about five months. As the 
snow gradually deepened, they dug out 


ous 
any 
No 
ic 
ice 
VILL 
ize 
if 
in 
[| 


AMERICAN BANKERS ASSOCIATION JOURNAL 


= 


\ 


+ 
{\ 


Detroit's 
Industrial Barometer 
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This prediction is made by the Michigan 
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vative side of present-day population figures. 
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through it, making steps in the tunnel 
upward to the surface, forty feet; their 
rude cabins down below were dark and 
damp and filled with the families of the 
emigrants. The men cut the tops of the 
green trees for fuel, and the cabins were 
always full of smoke. The snow had 
covered the dead oxen so deep that they 
could not be found, and the only thing 
that could be done was to wait patiently 
for relief, which did not come in time 
to save more than one-half of the eighty 
brave men and women comprising the 
party. 

After the snow had disappeared, the 
camp was found, the dead buried, and 


the wagons and cabins burned, and all 
the property that could be collected was 
taken to Sacramento and turned over 
to the authorities for the benefit of the 
orphan children who had been carried 
out on the backs of the brave men who 
had formed the several rescue parties. 


Saving California for 
the Union 


FTER the miners came the relatives 
and friends, who made the trip with 
little money, and the settlement of the 
country began. I have read the manu- 
script of the Bixby Brothers, who came 
out in the gold rush and, by hard work 
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and saving, they each took out about 
$5,000 in gold, taking it back to Maine 
The three brothers each married thre. 
sisters, and all decided to emigrate to 
California to live; they combined their 
capital, coming back to Illinois and Mis. 
souri, and began to buy sheep, and 
after many trials and tribulations, they 
succeeded in getting most of them 
through. They could buy for a song or 
take up land in any of the beautify) 
valleys that they wished. The sheep did 
well, and this laid the foundation of the 
Bixby fortunes, and they became promi- 
nent in the early settlement of the coun- 
try, founding the city of Long Beach, 
Each of the brothers left a fortune esti. 
mated at $7,000,000, showing what was 
done by the pioneers who used good judg- 
ment, were not afraid of work, and were 
willing to suffer the hardships in a new 
country. 

The fact that California now is a part 
of the United States was the result of 
quick and unauthorized action on the 
part of Lieutenant Frémont, who, with 
sixty men, was on a scientific and geo- 
graphical expedition in the Sacramento 
Valley in 1846. He had not heard of 
the war with Mexico, as he was in the 
midst of dangers in the Wild West re- 
gions and was pursuing science and 
shunning war. There had been a mas- 
sacre of American citizens and destruc- 
tion of their settlements in the Sacra- 
mento Valley, the country was becoming 
subject to British protection, and the 
land was fast being granted to British 
subjects. To shelter California from the 
arms of the United States, a British fleet 
was expected on the Coast, and the set- 
tlers sent a deputation to Lieutenant 
Frémont, laying all the facts before him 
and agreeing to join him if he would 
save California for the United States. 

War had broken out between Mexico 
and the United States, but that fact was 
unknown in California. He finally de- 
cided to help the settlers, who rushed 
to his camp, bringing with them their 
arms, horses, and ammunition. In thirty 
days all northern California had been 
freed from Mexican authority. This 
movement was the salvation of Cali- 
fornia, as Monterey was taken, and 
when the British fleet arrived they saw 
the American flag flying over the town 
and retired. The prize had escaped the 
British, and California was, and has re- 
mained, a part of the United States. 

If the treaty with Great Britain had 
not been made in 1846, but had been 
allowed to drift along for two or three 
years, the American flag might today be 
waving over British Columbia, as the 
discovery of gold in California had 
swept emigration and civilization to the 
Pacific Coast, and the tendency would 
have been more strongly in our favor. 


It seems entirely probable that the 
final quarter of 1928 will be a period of 
distinct industrial activity, and general 
prosperity. The revival of business that 
comes in the autumn is proving even 
more vigorous than usual this year.— 
Cleveland Trust Company Business 
Bulletin. 
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Brokers’ Loans 


(Continued from page 462) 


the reinvestment of the proceeds, al- 
though in this case also the funds, pend- 
ing investment, may find their way into 
the secured loan market, either directly 
or through deposit in lending banks. 
Reinvestment is, of course, the normal 
procedure for banks, whose holdings of 
government securities probably exceed 
$5,500,000,000. So also for life insur- 
ance companies which hold $500,000,000 
or more, and for other financial corpora- 
tions as well as for various sorts of en- 
dowed institutions, the amount of whose 
holdings is not ascertainable. 

Individual taxpayers whose income 
falls between $5,000 and $25,000 hold 
more than one-third of the government 
obligations reported by individuals hav- 
ing net income over $5,000; those hav- 
ing income between $5,000 and $50,000 
hold more than half. It would therefore 
seem to be well within the truth to as- 
sume that half the payments received 
by individuals as a result of debt retire- 
ment are reinvested. Taking account 
also of corporation holdings, we may 
safely say that 80 to 90 per cent of the 
amount of the public debt retired is de- 
voted to reinvestment. 


Effect on the Market 


E are now in position to attempt 

a rough estimate of the effect of 
debt retirement financed by taxation and 
foreign loan repayments upon the supply 
of funds in the secured loan market. 
We may first note that the effect pro- 
duced on the market by the payment of 
government debt is not different in kind 
from that exerted by the payment of the 
debts of private corporations; any ap- 
parent difference results merely from 
the magnitude of the payments and from 
the source of the funds used in the pay- 
ment. 

As indicated in the last table, about 
$345,000,000 is annually drawn by 
taxation from potential investors and 
turned over to the holders of government 
obligations which are being retired. Ob- 
viously, this sum provides no new money 
in the financial markets. But new money 
is provided when each year about $360,- 
000,000 is drawn from the nation’s cur- 
rent living expense fund and turned by 
debt retirements into the financial mar- 
kets. And new money is likewise made 
available by retirements made with 
payments received from foreign govern- 
ments on account of their indebtedness 
to our government. The addition to 
funds in the financial markets from 
these two sources together amounts to 
about $535,000,000. 

Nor are these accretions to the mar- 
ket’s funds offset to any significant de- 
gree by current expenditures from the 
Proceeds of debt retirement. Our anal- 
ysis has indicated that perhaps 90 
per cent of the funds employed in debt 
retirement are not spent, but reinvested; 
.80 that the net addition to market funds 
is about $480,000,000 annually, or, on the 
average, $40,000,000 each month. 
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What Kind of Audit? 


AUDITS vary in quality and scope. The Quality 
depends upon the experience, ability and applica- 
tion of the auditor; the Scope is a matter of your 


instruction. 


Of course, Every Audit should be a Detailed 


Audit. This is an expert and independent study in 
detail of the items represented in mass by balance 
sheet figures. It discloses the many important facts 
underlying the figures; verifies; clarifies. It brings 
to light avoidable leaks and wastes; finds the flaws 
in accounting, in credit and collection methods; 
points to possibilities for greater profits, and is free 
from qualified statements of the balance sheet audit. 


The Balance Sheet Audit, in spite of obvious 
limitations, when properly made is more than a 


mere building up of statements from book figures 
without careful analysis and substantiation. 


The Balance Sheet Audit can be ordered with a 


actual conditions. 


specification calling for a partial Detailed Audit 
covering a period sufficiently long to give at least 
a cross section of the business and a picture of 


ERNST & ERNST 


ACCOUNTANTS AND AUDITORS 


SYSTEM SERVICE 


NEW ORLEANS 


CHICAGO 
MILWAUKEE 


CLEVELAND 
AKRON 


NEW YORK PITTSBURGH 
PHILADELPHIA WHEELING 
BOSTON ERIE 
ATLANTA 


JACKSON 
CANTON MINNEAPOLIS DALLAS 
COLUMBUS ST. PAUL FORT WORTH 
YOUNGSTOWN INDIANAPOLIS HOUSTON 
TOLEDO FORT WAYNE SAN ANTONIO 
ST. LouIS DAVENPORT waco 

MEMPHIS DETROIT SAN FRANCISCO 
KANSAS CITY GRAND RAPIDS LOS ANGELES 
OMAHA KALAMAZOO SEATTLE 
CENVER 


PROVIDENCE 
BALTIMORE MIAMI 
RICHMOND TAMPA 
WINSTON-SALEM CINCINNATI 
WASHINGTON DAYTON 
BUFFALO LOUISVILLE 
ROCHESTER HUNTINGTON 


A Liberal Assumption 


WE can scarcely assume that this 
addition to available funds is en- 
tirely devoted to lending on securities. 
On the other hand, we cannot assume 
that it is immediately invested and thus 
has no influence on the secured loan 
market. Even if the returned funds be 
definitely intended for investment, there 
is practically always some lag between 
the time they become available and the 
time they are reinvested. During this 
interval they are likely to enter the se- 
cured loan market in some degree, either 
directly or through deposit in banks. 


If we make the rather liberal assump- 
tion that three months will on the av- 
erage elapse between the receipt of 
funds through debt retirement and their 
reinvestment, we shall arrive at the fig- 
ure of $120,0U0,000, which is three times 
the average monthly figure of $40,000,- 
000, as the probable maximum of such 
funds outstanding in the market at any 
one time. It is true that high rates in 
the loan market coupled with low se- 
curity yields will tend to enlarge the 
amounts lent on security, and also that 
deposits in banks may under certain 
conditions permit some expansion of 
loans beyond the amounts deposited; but, 
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Guaranty Trust Company 


of New York 


140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, September 28, 1928 


RESOURCES 

Cash on Hand, in Federal Reserve Bank and 
Due from Banks and Bankers......... $197,351,749.11 
U. S. Government Bonds and Certificates... 87,266,811.38 
Public Securities 7,481,017.31 
Other Securities 20,344,390.07 
Loans and Bills Purchased............. 435,651,572.83 
Real Estate Bonds and Mortgages........ 1,732,126.66 
Items in Transit with Foreign Branches... . 3,929,189.47 
Credits Granted on Acceptances......... 69,468,103.90 
7,273,992.75 
Accrued Interest and Accounts Receivable. . 7,630,714.69 
$838,129,668.17 

LIABILITIES 

Surplus Fund ........... 50,000,000.00 

Undivided Profits ....... 10,479,367.18 
$100,479,367.18 
Accrued Dividend 1,563,000.00 
Outstanding Bills .................... 2,498,938.00 
Accrued Interest, Reserve for Taxes, etc... 6,476,982.42 

Deposits . . -$624,358,077.93 

Outstanding Checks . 33,285,198.74 
657,643,276.67 
$838,129,668.17 


on the other hand, the amount loaned 
directly is likely to be relatively small 
and banks will ordinarily have consid- 
erable opportunity for the commercial 
use of the funds left with them. 


It Will Overflow 


T must also be observed that there 

may be a similar lag in the reinvest- 
ment of funds not new to the financial 
markets, but only transferred by taxa- 
tion and debt retirement from one group 
of investors to another. In consequence, 
we must assume the possibility of an- 
other $80,000,000 finding use in the loan 
market pending investment. Altogether, 
then, debt retirement at the rate which 
has recently obtained may increase the 


amount loaned on securities by as much 
as $200,000,000. 

New money brought into the invest- 
ment field through taxation of non-in- 
vestors for purposes of debt retirement 
increases the supply of funds normally 
seeking reinvestment. Does it outrun 
the supply of investments? If so, it will 
overflow in greater measure than we 
have assumed into the loan market. Let 
us next observe the growth of oppor- 
tunities for purchase of securities and 
the increase in holdings by banking in- 
stitutions in comparison with the in- 
crease in debt retirement and in the vol- 
ume of secured loans. 

The accompanying chart presents 
some significant comparisons of cumula- 
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tive changes in debt retirements, brok. 
ers’ loans, and new corporate financing 
since the middle of 1926. Public debt re. 
tirement has amounted to $2,276,000,000 
We have assumed that 90 per cent of 
this amount, or about $2,000,000,000 ig 
reinvested. Only part of this sum, how. 
ever, represents funds which entered the 
financial markets because of debt re. 
tirement financed by taxation ang 
foreign debt repayments. On the basis 
of the foregoing estimate of $40,000,000 
as the average monthly amount of this 
new money, we may say that during 
the twenty-seven months from July 1 
1926 to Sept. 30, 1928, about $1,000,000. 
000 of new money entered the markets 
as a result of debt retirement. 


Security Absorption 


HE amount of brokers’ loans through 
New York City reporting banks in- 
creased practically $2,000,000,000 in this 
same period, and the borrowings on col- 
lateral reported by members of the New 
York Stock Exchange increased about 
$2,800,000,000. But secured loans by no 
means represent the whole of oppor- 
tunities for the use of funds received 
through public debt retirements. The 
volume of new corporate financing in the 
United States (not including issues by 
municipalities and foreign governments) 
amounted during the period to nearly 
$11,000,000,000. The extent of security 
absorption is further emphasized by the 
fact that the amount of securities held 
by the banks of the country increased 
approximately $2,500,000,000 within the 
two years ending June 30, 1928, or by 
a larger amount than the growth of 
New York City bank loans to brokers. 
Thus, new money brought into the in- 
vestment field by the process of public 
debt retirement has in no sense outrun 
the supply of investments; opportunities 
for its absorption in the purchase of 
securities have been more than ample. 
Not only has the aggregate of new se- 
curity issues been large over the period, 
but the chart shows that the line repre- 
senting new opportunities for such in- 
vestment has consistently been far above 
the line showing public debt retirements. 
In short, the debt retirement program 
certainly cannot have been the sole, or 
even the major, cause of the increasing 
volume of loans to brokers and dealers 
in securities. 


Riddle of Prosperity 


(Continued from page 454) 


has led in some instances to practices 
that may be challenged as over-extension 
or over-financing. Accordingly, the 
Senate seeks a diagnosis which will in- 
dicate whether there is need for repres- 
sive or regulatory legislation in the chain 
store field. At the same time, stipulation 
is made that the Trade Commission 
shall investigate the quantity discount 
as an instrumentality of chain store ad- 
vantage over independent competition. 

The Price Maintenance Inquiry, which 
embraces first-hand contacts with more 
than 22,000 representative business 
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houses, seeks an authoritative, economic 
answer to what has stood, for two dec- 
ades, aS a perennial, controversial ques- 
tion in business America. In repeated 
decisions under the anti-trust laws, the 
Supreme Court has rigidly limited the 
right of the manufacturer of branded or 
trade-marked goods to fix and enforce 
the resale price at which his wares shall 
be resold after title has passed to a dis- 
tributor. To advise Congress whether, 
and under what circumstances, legisla- 
tion is warranted to legalize resale price 
standardization, at the source, the Trade 
Commission undertakes to balance ad- 
vantages and disadvantages on the evi- 
dence of manufacturers, jobbers and 
retailers who have experienced the com- 
petition of cut-prices versus maintained 
or “recommended” retail prices. Bound 
up with the main issue of price protec- 
tion, are questions of the propriety of a 
number of business practices which, it 
is alleged, operate as secret or disguised 
concessions in commodity price. An in- 
cidental objective of the Price Mainte- 
nance Inquiry, which is not without sig- 
nificance for bankers, is the determina- 
tion of the elasticity necessary to ac- 
commodate pegged resale prices to the 
exigencies of business embarrassments, 
compulsory discontinuance of commodity 
lines or enforced stock reduction, re- 
moval from store locations and the vari- 
ous emergencies that may interrupt the 
even and normal flow of retail business. 
Months will be required, at best, and 
years may be needed in some instances, 
for the completion of the various Federal 
investigations of economic problems. In 
all instances the cardinal principle ob- 
tains that thoroughness of research shall 
be attained even at the price of delay in 
the verdict. 


Canada’s Answer 
(Continued from page 469) 


recall that some twenty years ago 
loans on securities in Canada, and those 
outside, were about $50,000,000 each. 
Then those outside leaped ahead, espe- 
cially in 1908-09, 1915-16, 1919-20, and 
in 1925. Loans on securities in Canada 
grew more slowly, until a big advance 
took place in 1927. 

It is evident, therefore, that the Cana- 
dian figures do not throw any light on 
possibilities for the New York call mar- 
ket. Speculators in Canada, like those 
in the United States, are straining at 
the leash, and the growth of interest 
in listed stocks, and the steady increase 
in the number listed on the Canadian 
markets, is rather an indication that 
Canadians will take all the call loans 
that they can get. 

Even the amounts now advanced by 
the Canadian banks are not necessarily 
a gain to the New York market. For 
what Canada advances with the one 
hand, she takes away with the other. 
New York stocks are favorites with 
Canadian speculators, and they appear, 
along with the Montreal and Toronto 
lists, in practically every Canadian 
brokerage office. While much of the 
buying of Canadian stocks is for invest- 


Your Representative 
in St. Louts 


Seven distinct 
departments 
built for service: 
Commerciai 
Savings 
Trust 
Investment 
Foreign 
Credit 
Safe Deposit 


Ww" you need to employ the banking 


or collection facilities of a St. Louis 
institution, call on the National Bank of 
Commerce in St. Louis for service. Banks 
in all parts of the United States have found 
they obtain from us a thorough covering 


of the St. Louis Area through a well- 
organized credit department and a capable 


investment subsidiary. 


RESOURCES NEARLY $100,000,000 


ment, purchases of New York stocks are 
mostly speculative. Margin trading is 
therefore prominent, in which case the 
stocks as a general rule never leave 
New York, but are carried there on 
loans secured in the very market in 
which the Canadian banks are lending 
money. There is no way of estimating 
what this Canadian speculation amounts 
to, but it is safe to say that it runs into 
hundreds of millions. 


Short-Circuited 


REAL market for call money in 
Canada is sometimes urged, but by 
the brokers rather than by the bank- 


ers. Perhaps, if the brokers realized 
what would be needed to carry New 
York stocks bought by Canadians, they 
would be glad to let the matter drop. 
The growth of finance in Canada per- 
haps will gradually evolve some kind of 
a call money market which will be sub- 
sidiary to that of New York, with rates 
changing more quickly and more wide- 
ly than they do at present, but within 
limits set by New York. Some of the 
present business would then be short- 
circuited in Canada. Interlisting of se- 
curities like Canadian Pacific, Inter- 
national Nickel, and others, is help- 
ing to bring this about, for large 
amounts of these stocks are held in 
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Safeguarding Collateral 


That Will Not Fit 
Your Vaults 


A manufacturers inventory is frequently the 
best kind of collateral but the bank sees no 
positive way of keeping such security intact or in 
proportion to the unpaid balance of the loan. 


It is this situation for which the Lawrence 
System of field warehousing was specifically 


designed. 


By the creation of a branch public warehouse 
right in the plant of any manufacturer we can 
take custody of any part of his inventory and 


issue you bona fide public warehouse receipts to 
protect you from loss or third party claims. 


Send for a copy of “Lawrence System 
Field Warehousing for Bankers” 


JAWRENCE WAREHOUSE (OMPANY 


A. T. GIBSON, PRESIDENT 


Chicago . . . 29 South La Salle Street 
Philadelphia . Public Ledger Building Seattle. . 


Portland . . 


« 403 Hoyt Street 
. . Dexter-Horton Building 


Los Angeles . . W. P. Story Building Oakland ..... . Gibson Terminal 


San Francisco. . 


Canadian cities, and the practice of the 
banks there must be more or less in 
accord with that in New York. Even 
shoyld such a market be established, 
however, there might be no net result 
so far as New York is concerned. Cana- 
dian banks would still send surplus funds 
to New York, or Canadian brokers would 
carry stocks in New York rather than 
in Canada, according to the money con- 
ditions prevailing at the time. The big 
money market which centers in New 
York certainly includes Canada within 
its radius, almost as much as it does 
the Southern states or those on the 
Pacific Coast. 


_.37 Drumm Street 


Condition ‘of All Banks 


OANS and investments of all banks 
in the United States—including na- 
tional banks, state commercial banks, 
trust companies, mutual and stock sav- 
ings banks, and private banks under 
state supervision—increased during the 
year ending June 30, 1928, by about 
$3,480,000,000, or 6.5 per cent, accord- 
ing to the Federal Reserve Board. 

Total loans and investments were 
$57,233,000,000 as compared with $53,- 
750,000,000 on June 30, 1927. The rate 
of increase was considerably larger than 
in either of the two preceding years and 
slightly above the annual average. 
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How the Small Bank Can 
Deal with Chain Stores 
(Continued from page 466) 


the town’s trading area and has gener. ‘ 
ally stimulated the business of the com. 
munity. 


Which Is Better for the Bank? 


ie is true that the chains are highly 
efficient merchandisers and they often 
help the towns in which they are located. 
But that is not the point at issue. In 
the present discussion, we are not con- 
cerned with whether the chains or jn. 
dependent merchants are better for the 
community, but which is better for the 
bank. 

The evidence points unmistakably to 
the independent retailer as the most de. 
sirable depositor for the small-city bank. 
Among the reasons why the chains are 
not good bank customers are the fol- 
lowing: 

1. The average chain store, in a small com- 


munity, does not maintain an adequate 
bank balance. 


. Units of chain store organizations do not 
use a bank’s loaning facilities. 


- Chain store units usually do not buy any 
of the other services which banks have 
for sale. 


. Chain stores abuse the free services which 
banks customarily offer, such as getting 
— change, having check books printed, 
etc. 


5. Chain organizations do not ordinarily buy 
where their stores are located. Buying 
is centered at headquarters. This elimi- 
nates traveling salesmen. The money 
spent by commercial travelers is an im- 
portant source of small-city revenue. 


.It is true that the chains pay rent and 
taxes and hire clerks, just as independent 
retailers do, but as a rule, they do not 
contribute their share to local benefactions 
or do not patronize local institutions to 
the extent that their independent com- 
petitors do. 


. Chain store profits do not remain in the 
community. 

From the bank’s viewpoint, the first 
four of these points are the most im- 
portant. Obviously a bank cannot make 
a profit out of an account, if a deposi- 
tor maintains only a small balance, does 
not borrow money nor use any of the 
other facilities that the bank depends 
on for its income. 

From an account of the plan of or- 
ganization, the chains are not able to 
keep a large bank balance for each in- 
dividual store. If the Great Atlantic 
and Pacific Tea Company were to main- 
tain a $500.00 bank balance for each of 
the 18,000 stores, the concern would 
have $9,000,000 tied up in this way. 

Of course, this is an extreme case. 
The Atlantic and Pacific does not have 
a bank account for each of its stores. 
Dozens and sometimes even hundreds of 
its units are concentrated in a commu- 
nity. These stores can deposit in two 
or three banks. It is the custom for all 
of the chains to use as few banks as pos- 
sible. Most of the chains having stores 
located in the same part of a city, de 
posit in a common bank. 

But when the chains operate in smaller 
communities, as they are doing now in 
ever-increasing numbers, they are ob- 
liged to get away from this policy of 
concentrated banking. As a rule, & 
chain system locates only one store im 
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towns under 25,000 population. Each 
sore situated in such a place must have 
its own local bank account. The store 
cannot very well forward its daily cash 
receipts to a central depository. 


Quick Money Transfers 


HAT would be acceptable to the 
Thanks that had these local accounts, 
but unfortunately the chains as a class 
do not leave their money long enough 
with the local depository to be of any 
benefit. Once it was the policy of most 
of these multiple-shop organizations to 
check out the bank deposits immediately. 
In some instances the store manager 
sent a check to headquarters for the 
amount of his deposit, just as soon as 
he made the deposit; therefore, money 
stayed in the bank only as long as the 
check was passing through the clearing 
house. If for some reason the manager 
did not make a deposit in two or three 
days, the store’s account would be re- 
duced to zero. 

In other cases, headquarters drew a 
draft on the bank for the amount of the 
deposit, as soon as the store manager’s 
report was received. Another method 
was for the manager to buy a draft from 
the bank, after he had made his deposit. 


The Chain Policy 


— of the exact banking 
plan followed, the policy of the 
chains is to get the receipts from sales 
from all stores into their central de- 
positories as quickly as possible for they 
gain nothing by leaving the money scat- 
tered in banks throughout the country. 
The money is needed at headquarters 
anyway, as most disbursements are made 
from that point. Store managers usu- 
ally make only petty cash disbursements. 
Some companies have the managers issue 
checks for rent and salaries. Most 
chains, however, do not allow store man- 
agers to sign checks. The managers are 
authorized to pay salaries and other 
petty obligations out of the cash drawer. 
A check for the rent is sent from the 
company’s executive offices. 

Thus it can be seen that if the chain 
store systems are left to their own de- 
vices, their accounts represent a lia- 
bility to small-city banks. Many such 
banks have worked out a plan that en- 
ables them to deal with the chains on 
a fairly satisfactory basis—at least they 
lose no money on chain store business. 


Minimum Balance 
Agreement 


fnew plan is not to accept a chain ac- 
count unless the management agrees 
to maintain a certain minimum balance. 
If this balance is not kept up, the chain 
becomes subject to a stiff service charge. 
As a result of the efforts of these 
banks, most chain companies now with- 
draw their funds from local depositories 
hot oftener than once a week and when 
they do make a withdrawal they are not 
allowed to check below the minimum 
deadline. By following this system, a 
chain store’s balance runs fairly high. 
Naturally, the chains object to this 
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plan. They complain that the scheme 
ties up millions without interest. The 
banks reply that the chains should re- 
gard this loss of interest as one of the 
necessary items in their cost of doing 
business. Also that the chains should 
be willing to make some sacrifices for 
the sake of helping the towns from 
which they get their business. It is 
argued that in the past the syndicate 
retail outfits have been too parasitical. 
In most cases the chains yield to these 
arguments and henceforth maintain sat- 
isfactory relations with their banks. 


Sharp Bargaining 


"tte HAIN store executives are good horse 
traders. They try not to consum- 
mate a negotiation unless they get the 
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best side of the bargain. A certain 
small-town bank had been selected by a 
grocery chain as a depository for 65 
stores in that section of the state. The 
company’s balance never dropped below 
$25,000. 

The bank enjoyed this business for 
a year. Then, one day, the chain’s su- 
perintendent dropped in on the bank’s 
cashier and demanded that the bank 
send out a runner to collect its deposits 
from each store. The cashier refused, 
saying that the bank did not have to 
buy its business, but that even if it did 
extend special privileges to favored cus- 
tomers that it would not risk the life of 
an employee in such a hazardous under- 
taking as the superintendent proposed. 

The net of the negotiations was that 
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Winning 


"ai a 


New depositors 


through Bonds |* 


People like to deal with a bank which 
helps its depositors invest their money. 
By using The National City Company 
as a source of supply you can offer your 
depositors a broad range of desirable 
bond investments—this without main- 
taining an expensive bond department, 
or carrying a burdensome ‘bond _port- 


folio. 


Our special Bankers’ List offers a 
wide choice of issues suitable alike for 
your bank’s own funds and for the sur- 
plus funds of your customers. It will be 
sent to you regularly upon request. 


The National City Company 
Jational City Bank Building, New York 
Offices in more than 50 leading cities throughout the world 


BONDS + SHORT TERM NOTES * ACCEPTANCES 


the bank lost the account. A rival in- 
stitution accepted the chain’s proposi- 
tion and now has a runner devoting his 
full time to making collections from the 
stores. Besides that service, two clerks 
devote a big part of their time to segre- 
gating the deposits and posting the 
amounts to the account of each store. 
And for this elaborate service, all the 
bank receives is a guarantee that the 
chain will keep a minimum balance of 
$15,000! 


The Check and Change 


Service 


| ecg in little things, the chains try 
to drive shrewd bargains. Where 
managers are permitted to draw checks, 
the chain may insist that the bank fur- 


nish checks, printed with the company’s 
name, even though it may be the custom 
of the bank not to supply printed checks, 
free of charge. If the bank demurs, the 
chain will threaten to take its account 
away. Several bankers told me that 
they found it better to lose the account 
than to accede to every demand. 

Another annoyance in dealing with 
the chains is keeping them supplied 
with change. These stores do only a 
cash business and therefore require 
much change. A clerk will run into a 
bank two or three times a day to get 
$10 or $20 worth of change. Small- 
town banks have their change sent in 
from the city connections for the con- 
venience of their customers. They can- 
not afford to pass it out wholesale to 
everyone who may ask for it. 
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Many chain store managers go to 
bank for change, though they may it 
no account there. In one town there are 
fourteen chain stores and only one bank 
Only six of these stores carry accounts 
with the bank. That, however, did not 
keep the other eight stores from usin 
the bank for change. Finally, the “_ 
ier made a rule that the bank will 
supply no free service to any chain 
store that does not deposit in the bank 

A small-city or neighborhood bank pa 
deal successfully with chain stores jf it 
observes the following rules: 


1. Make the chain keep a fair balance 
or pay an adequate service charge, 
2. Give absolutely no service to a chain 
store that does not have an account, 
Do not extend any favors to a chain 
store that would not be extended to 
an independent merchant. 
4. Do not buy the chain’s business, as 
it is not worth purchasing. 


5. Remember that the chains need the 
bank’s services and will show proper 
appreciation if they are made to un. 
derstand that these services cannot 
be obtained gratuitously. 


Speculator’s Place 
(Continued from page 474) 


capital and credit may be engaged in 
speculation. The member banks of the 
Reserve System and the banks outside 
of the Reserve System are free from re 
strictions of this kind, but the Reserve 
banks are required to confine themselves 
to commercial transactions of the high- 
est liquidity. This policy is for the pro- 
tection of the entire business situation. 

It is evident that the activities of the 
stock exchange over the last seven years 
has signified something more than ordi- 
nary investment trading and _ distribu- 
tion. It has signified speculation on a 
great scale, which has accomplished a 
readjustment of values upward from the 
abnormally low levels to which they had 
fallen during the war in the great de 
pression of 1921. This speculation has 
absorbed a supply of surplus credit, 
based upon increasing bank reserves, 
which if employed in other ways might 
have resulted in a more serious problem 
than any that confronts us now. 

The question of greatest interest, as 
it seems to me, relates to the possible 
effect of continuing demands for credit 
in that quarter now that no surplus 
supply exists. It is one thing to have 
speculation absorbing surplus credit and 
another thing to have it competing with 
industry and business over a limi 
supply of credit. Evidently business has 
not been seriously disturbed as yet, and 
interest rates for current business are 
not unduly high, judged by past exper! 
ence. It is well, however, to bear m 
mind that new enterprises, which in- 
volve constructional work, with employ- 
ment for labor and demands on all the 
industries for materials and equipment, 
are a fundamental feature of our pros: 
perity. If speculation in outstanding 
stocks should absorb so large a share of 
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our available savings as to seriously cur- 
tail the supply of capital available for 
new enterprises the effect upon general 
interests must be unfavorable, and the 
tock market itself would be involved in 


the results. 


The Evil of Speculation 


PECULATION has a useful part to 

play in the business world. Intelligent- 
ly directed it exerts a stabilizing, balan- 
cing influence, correcting the irregulari- 
ties which develop in the regular course of 
trade. It aims to buy when things are 
cheap and sell when things are dear, 
which tends to maintain the normal 
equilibrium. Admittedly there is a vast 
amount of uninformed speculation which 
does not serve this purpose, but for that 
matter a vast amount of all kinds of 
business is in the hands of people who 
are only indifferently qualified to handle 
it, It is impossible to require everybody 
to pass a civil service examination be- 
fore engaging in any kind of speculation, 
and it is exceedingly difficult if not im- 
possible to discriminate at least in law, 
between acts of the same kind which in 
one case represent perfectly legitimate 
operations and in another case may be 
of the undesirable class. 

In all lines the evil of speculation de- 
velops when it reaches the stage of mass 
action where real standards of value 
are lost sight of and the only criterion 
of values is what the speculators them- 
glves are paying for property which 
they intend to immediately put back on 
the market. Speculation of this kind 
has lost touch with realities, and con- 
tributes nothing to the markets but 
confusion and disorder. 


Loopholes in Loans 


(Continued from page 482) 


creased quite materially. And next, the 
industrials; into this group have come 
many small companies whose stock has 
attracted the attention of the public. 
and many of these companies have not 
been in existence for five years, but they 
already have stockholders’ lists ranging 
from 2000 to 5000 in number; and last, 
but not least, we have the public utilities 
group which, for reasons previously 
stated, possibly show the greatest per- 
centage of increase of any of the groups 
Pe which I have attempted to subdivide 
them, 

“Of the stocks listed on the New York 
Stock Exchange, that of the American 
Telephone and ‘Telegraph Company 
shows without question the largest num- 
ber of stockholders, over 425,000. Next 
in line appears to be the Pennsylvania 
Railroad, with 143,000, and the Steel 
Corporation with its combined list of 
preferred and common, showing a total 
of approximately 170,000. There are 
many corporations with stockholders’ 
lists of 25,000, and it seems to me that 
these figures might very well indicate 
9 give some idea of the growing im- 
Portance of the work of transferring 
and registering stock.” 
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Dividends paid on 
Cities Service Common stock 
pass $100,000,000 mark 


On October 1, more than 90,000 investors located 
in every state of the union and in foreign countries 
received checks representing the 192nd dividend 
paid by Cities Service Company on its Common 
stock. 


This latest dividend brings the total paid in 
cash and securities on Cities Service Common 
stock to more than $100,000,000. 


This unusual record is made possible by the 
steadily increasing earnings of Cities Service 
Company. In the twelve months ended August 
31, 1928, net earnings were $32,315,000, the largest 
for any year in the history of the company. Net 
to Common stock and Reserves for the same 
period were equal to 24.9% on the average amount 
of Common stock outstanding. 


By investing now in this 18-year-old, seasoned 
security, you can still get a net yield on your 
money of about 714%. 


Henr Iherty 
& ny 


GO WALL ST. NEW YORK 
BRANCHES IN PRINCIPAL CITIES 


Clip and mail the coupon 
HENRY L.DOHERTY 
& COMPANY 
60 Wall St., New York 


Please send me, 
without obligation, 
full information 


about Cities Service 
Common stock. (243C-22) 


Complete protection plus SPEED 
Safe-Guard —INSTANT 
Check Writer 


Writes in BIG, clear figures and 
automatically protects the amount 
and payee’s name in one operation. 


SAFE-GUARD 
CHECK WRITER CORP. 


Lansdale, Pennsylvania 
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A Complete Banking Service 


The Midland Bank offers exceptional facilities for the transaction ef 
business of every description. Together with its affiliations it 
over 2400 branches in Great Britain and Northern Ireland, 

ts and correspondents in all parts of the world. The 

Bank has offices in the Atlantic Liners Aguitania, Berengaria and 

Mauretania, and a foreign branch office at 196 Piccadilly, London, 

specially equipped for the use and convenience of visitors in London. 


AMERICAN DEPARTMENT : POULTRY, LONDON, E.C.2 


MIDLAND BANK 


HEAD OFFICE: 5 THREADNEEDLE STREET, LONDON, E.C.2 


Head Office: 
LONDON, E.C. 3%. 


Over 1,750 Offices in England & 
Weles, and several in India 
and Burma. 


December, 1927.) ($5—41.) 
DEPOSITS, &c. $! 793,312,720 
ADVANCES, &. $938,991 ,125 


The Benk has Agents and 
Correspondents throughout the 
British Empire and in all 
perts of the World, and is 
associated with the following 


The National Bank of New Zealand, Ltd 
Bank of British West Africa Ltd. 
The Britieh Italian Banking Corporation, Ltd 


Read the warnings in the Protective 
Section of the JOURNAL and thereby 


guard your bank against the operations 
of criminals. 


Germany’s New 
Prosperity 


(Continued from page 477) 


No German denies that despite the 
reparations drain there has been a very 
great increase in national prosperity. 
The best definition of national prosper- 
ity is increasing national buying-power. 
If a nation’s buying-power can be proved 
to have increased, it is no valid retort 
to say that its indebtedness to abroad 
has also increased. The buying-power 
is what remained to the nation after, 
and not before, provision was made for 
the service of the foreign debt. 


Striking Improvement 


ATIONAL buying-power in Ger- 
many is a variable notion. It fluc- 
tuates from year to year and even from 
quarter to quarter. In a given long 
term it is affected by the state of trade, 
and in a given short term it is affected 
by seasonal influences. It is lowest in 
the winter, rises in the spring when em- 
ployment improves and when most wage- 
increases take place, and is nearly al- 
ways highest in the fall, immediately 
before winter unemployment sets in. 
Since 1924, the first year of currency- 
stability and the year of the initiation 
of the Dawes Plan, there have been sev- 
eral unofficial but expert inquiries into 
Germany’s national buying-power, and 
they all show a striking improvement. 
Some of them even indicate that the 
average German can to-day purchase 
more housing, clothing, food, and recre- 
ation than he could before the war, and 
at the same time put away as much 
saved money into his bank or savings 
bank, or into insurance, stocks or bonds 
—all this while he was paying a share 
of reparations which he did not pay be- 
fore the war. In general, the inquiries 
show, this recuperation began with, and 
in consequence of, the Dawes Plan. Be- 
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fore then national savings were bein 
made, but only because the currency 
depreciation unreasonably depressed the 
standard of living. 

The latest and best of these inquiries 
was published in July this year by an 
expert worker for the Frankfurter Ze}. 
tung, Dr. Moritz Elsas. The varying in. 
tensity of employment, the nominal and 
real wages, and other necessa ry factors 
were taken into account. The result 
arrived at was that even at the begin- 
ning of 1924, before the currency reform 
had had time to take effect, the national 
buying-power was about 63 per cent of 
that of 1913; that already in 1925 it had 
reached 95 per cent; and that in the fal] 
of 1927 it was higher than in 1912 


Higher Wages 


beens inquiry finally disposes of the 

international belief that the German 
population in the matter of comfort is 
still feeling evil effects from the war 
the inflation, and the reparations drain, 
It agrees with official statistical data and 
with general observation of living con- 
ditions in Germany. The great major- 
ity of Germans are manual workers, and 
these are probably better off than in 
1913. In the summer of this year the 
cost of living was 50% per cent higher 
than before the war, but industrial 
wages were 61 per cent higher. The 
real wage in agriculture is about 7 per 
cent higher than before the war. The 
professional classes have very heavily 
increased their fees and charges; in 
fact have often doubled them, and have 
gained much more from this than they 
have lost from the rise in living cost. 
The incomes of employers in industry 
and agriculture are incalculable, but 
there is reason to believe that their 
average level is at least as high as be- 
fore the war. 

Buying-power refers only to what 
could have been bought had all income 
been spent. It includes income saved. 
But also the actual national expenditure 
has risen enormously. Taking the mean 
of several authoritative estimates, the 
expenditure rose from about $10,625, 
000,000 in 1925 to $12,300,000,000 in 
1927, and is at the rate of $13,200,000,- 
000 in 1928. In December, 1927, the yield’ 
of the turnover tax, which is imposed on 
all commercial sales, was _ one-third 
higher than in 1925, and the sales of 
department stores in 1927 were nearly 
double as much as in 1925. The con- 
sumption of meat, coffee, tobacco, beer, 
and other home-produced luxury or seml- 
luxury products rises with amazing 
speed. The import of foreign luxury 
goods increases very rapidly. Germany’s 
imports of manufactured goods are very 
largely luxury goods. They rose from 
1,363,000,000 marks in 1926 to 2,466,- 
000,000 marks in 1927; and in the first 
half of 1928 they rose further. 


Rationalization 


HE national income of Germany 
almost certainly larger than before 
the war. This refers to the real income, 
which takes into account the rise m 
prices. The correctness of this opinion 
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cannot be proved statistically, because 
for both pre-war and post-war nationa) 
incomes there are only estimates, and 
these vary. According to the former 
Chancellor, Dr. Luther, the pre-war in- 
come was equal to $13,125,000,000 at 
present prices. The income of 1927 
has been estimated by two compe- 
tent authorities at $15,000,000,000 and 
$14,300,000,000, respectively. These es- 
timates show that the pre-war income 
was considerably exceeded in 1927; and 
in the present year the national income 
will be higher. Average unemployment 
is this year less; and every year the 
average production per capita of the 
employed rises. 

It is the increase in average individ- 
ual productivity which more than any 
other factor explains Germany’s recov- 
ery. The per capita production of iron 
and steel, after increasing steadily dur- 
ing six years, has increased again this 
year. The same is true of coal. Be- 
tween 1924 and the spring of this year 
the output of coal per man per shift has 
risen from 857 to 1,176 kilograms. In 
the potash industry 48,240 men produced 
1,248,000 tons (of pure potash) in 1922; 
in 1927, 22,100 men produced 1,300,000 
tons. This “rationalization” results in 
incessant discharges of workmen. But 
the total unemployment has fallen. 

It is estimated that since the “ration- 
alization” movement began 700,000 men 
have been discharged by the industries 
concerned. These men were discharged 
not because there was a declining de- 
mand for goods, but because the demand 
could be met with the output of fewer 
but more efficient hands, or by better 
machines tended by fewer men. The 
unemployment statistics show that all 
these “rationalized” men and hundreds 
of thousands of other unemployed man- 
aged to get work. 

Four years and a half ago, in the 
winter in which the Dawes commit- 
tee met, Germany had around 3,000,000 


unemployed. 
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His prey is the unprotected 


f iin. warped brain of the bank bandit 
impels two things—shoot to kill and 
attack the inadequately protected bank. 
Police guards and safety alarms do not 
stop him. His gun fire is too swift and 
accurate. 

Bank officials, who realize their re- 
sponsibility in protecting employees’ 
lives and the depositors’ money, install 
Ban-Tex Patented Bullet-Resistant Wire 
Cloth and “Honsinger” Patented Safety 
Deal trays, amplifiers and gunports. They 
offer dependable protection at a com- 
paratively small cost. They carry the 
Underwriters’ approval and earn reduced 
insurance rates, 

Write today for booklet No. 79C, con- 
taining complete information. 


BUFFALO WIRE WORKS CO., Inc. 


(Formerly Scheeler’s Sons) 
Est. 1869 


568 Terrace 
Buffalo, N. Y. 


Trade Mark Reg. 
U. S. Pat. Off. 


In the winter of 1925-26 


A section of Ban- 
Ter showing the 
failure of bullets 
from a side arm to 
penetrate. 


The Honsinger Pat- 
ented Gunport. Sup- 
plied also with pat- 
ented amplifier. 
1756 


the highest number reached was 2,060,- 
000; in that of 1927-28, 1,371,000. These 
are the maximum winter figures. The 
minimum figure of 1926 was 1,306,000. 
The minimum figure of 1927 was only 
450,000. Coal-mining counts as one of 
the depressed German industries, and 
about 70,000 miners lost their jobs since 
“rationalization” began. But nearly all 
of them at once found work in other in- 
dustries; and the last Miners’ Labor 
Union report shows that only 1.3 per 
cent of members were unemployed. 

The effect of this process on Ger- 
many’s prosperity is entirely beneficial. 
On the one hand the production of a 
particular branch of industry is fully 
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THAT SELL 


Surety Guaranteed 
First Mortgage Bonds 


of 


Old Established 
First Mortgage Companies 
Underwritten 


by 
The Colonial Mortgage 


Investment Company 
First National Bank Building 


Baltimore, Md. 


John Eoghan Kelly 


Consulting Engineer 


Petroleum, Natural Gas, Mines 
Reports, Appraisals, Management 


17 BATTERY PLACE 
NEW YORK CITY 


Cables: CEALLACH, New York. 


TRUST OFFICER 


A man with long experience 
in Trust Compafily work and as 
Trust Officer; due to a consoli- 
dation, would like to make a 
new connection. Address Box K, 
care JOURNAL. 
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HIS is the season of the Year when your customers start 


for Southern California. ; 
If you will pro- 
vide them with 
cards or letters of 
introduction to 
this Bank, they 
will receive spec- 
ial consideration 
at any one of the 
54 offices and 
Branches of the Bank, covering 
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ers who were driven into the labor mar. 
ket by social changes due to the war and 
by a change in the average age of the 
population. 


Production Important 


| is the production of Germany which 

counts in the payment of reparations, 
Germany has no income from invest- 
ments abroad; none, that is, from the 
production of other countries. The em. 
phasis laid on Germany’s capital short- 
age by reparations-pessimists is 
leading in theory. It is also partly mis- 
taken in fact. Capital consists of accy- 
mulated savings; and all Germans admit 
that the enormous saving of the past 


the entire Los Angeles Metropolitan Area. 


four years has been facilitated by the 
import of borrowed capital. The sayv- 
ings of Germany would very soon make 
her wholly independent of further for- 
eign loans were it not for the fact that 
she is expending her production much 


You will find these special intro- 
duction cards a convenience. A 
handy book of them sent on request. 


Besides complete Banking 
facilities, we have unusual- 


ly well developed arrange- 
ments, with information 
desk, maps, literature &c for 
making their stay in South- 


ern California pleasant. 


EGURITY 


Resources over $250,000,000 
Los Angeles 


IPS We Will Give You 
CANADIAN ‘3 Reliable Information 
About Canada 


DEVELOPMENT BRANCH: For information regarding the mining in- 
dustry of Canada, the development and supply of industrial raw mate- 
rials available from resources along the lines of the Canadian Pacific 
Railway, consult this branch. 

We have an expert staff continuously engaged in research relative 
to all resources including the examination of mineral deposits. Practical 
information is available concerning development opportunities, the use 
of by-products, markets, industrial crops, prospecting and mining. 


BUREAU OF CANADIAN INFORMATION: The Canadian Pacific Rail- 
way, through its Bureau of Canadian Information, will furnish you with 
the latest reliable information on every phase of industrial and agricul- 
tural development in Canada. Our Reference Library, at Montreal, 
maintains a complete data service covering Natural Resources, Climate, 
Labor, Transportation, Business Openings, etc., additional data con- 
stantly being added to keep it up to date. 


Canadian Pacific Railway Company 


Department of Colonization and Development 


& SAVINGS BAN K. 


J. S. DENNIS, Chief Commiesioner. 


BETTER COIN TOOLS 
STEEL-STRONG 
BETTER COIN TELLERS 


@ Coin Wrappers, Currency 


Straps, Tubular Wrap- 
pers, Tellers’ Moisteners, 
Coin Trays, Coin Bags, 
Lead Seals, Seal Presses, 
Manual Counters, Wrap- 
per Cabinéts. 


Sold By Leading Bank Stationers 


The C. L. Downey Co., Cincinnati, Ohio 
941-943-945-947 Clark Street 


Windsor Station, Montreal, Can. 


maintained or even increased with an 
ever smaller number of employees; on 
the other hand the discharged employees 
become producers—in some other branch. 
The English notion that hundreds of 
thousands of discharged workmen in de- 
pressed industries like coal and textiles 
must remain unemployed unless they 
can be transplanted wholesale to other 
districts or even to colonies is wholly 
alien to German experience. Yet Ger- 
many has had an even harder task than 
England. In addition to facing increas- 
ing competition and other obstacles to 
the selling of goods, she had to find work 
for 4,000,000 additional would-be work- 


more rapidly than is needed to provide 
for the mere increase in her population. 
According to the official Reichskredit 
Bank, saving in 1928 is proceeding at 
the same high rate as in 1927, the great 
industrial-boom year. If this is correct, 
the total savings, or capital-creation, of 
Germany during the four years, 1925-28, 
will reach some $8,000,000,000; and this 
figure does not include the savings made, 
at a slower pace, between the peace and 
1925. 

All available figures make the above 
estimate of savings, which is the mean 
between several calculations, official and 
unofficial, fully plausible. Deposits in the 
savings banks, which had entirely dis- 
appeared five years ago, now total 
$1,400,000,000. Since the end of 1924 
the investments of insurance companies 
have multiplied nine-fold. The amount 
compulsorily saved for investment in 
sickness, old age, accident, and other 
forms of social pensions (including since 
1927 unemployment insurance) amounts 
at present to $1,000,000,000 a year. 
Investments in home loans and mort- 
gage bonds have increased with surpris- 
ing speed. 


Hidden Reserves 


ance are German savings of much 
greater magnitude which cannot be 
even estimated. While the displayed re- 
serves of the industrial, commercial, and 
shipping corporations have increased 
enormously, there are vast accumula- 
tions of capital which do not appear in 
the balance sheets, but which are com- 
fortably and invisibly tucked away in 
the hidden reserves of most of the thou- 
sand share corporations in the Berlin 
Bourse securities list. Commercial-Coun- 
cillor Sichler, the head of an important 
Saxon chemicals works, lately threw 
some instructive light on this problem. 
He estimates that the productivity of 
the average industrial workman has in- 
creased 30 per cent since “rationaliza- 
tion” began; he notes that despite this 
cheapening of production-cost selling 
prices have not gone down; and he asks, 
“Where are the profits?” They are not 
shown in dividends. The average divi- 
dend for 1927 was only 5.2 per cent. 
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The conclusion is that the pre-war 
practice has been maintained and accen- 
+uated—only a fraction of industry’s 
profits have been revealed. The remain- 
der has been locked up in the corpora- 
tions’ bank accounts, in order that it 
may be used when the time comes for 
further expansion. The intent is to jus- 
tify the remark of the late Dr. Helffe- 
rich, one of the ablest financiers of his 
day, that “Profits paid out in dividends 
are, or may be, squandered; but profits 
hoarded by the corporations will not be 
squandered, but will be used in order to 
create new profits.” 


ty is a fair conclusion that in the two 
matters of income and pace of saving 
Germany is now in as good a position as 
before the war. When reparation-pessi- 
mists try to obscure this fact by empha- 
sizing the growth of foreign indebted- 
ness they are dragging a red herring 
across the trail. Independently meas- 
ured, the foreign debt is very consider- 
able; measured in relation to national 
savings, it is insignificant. At the close 
of June this year the long-term foreign 
debt (including the Dawes loan) amount- 
ed to 6,710,000,000 marks, and the short- 
term foreign debt to about 4,000,000,000 
marks, which together make 10,710,000,- 
000 marks, or about $2,700,000,000. The 
national savings in the four years are 
estimated, as stated, at $8,000,000,000, 
which is three times as much; and 
this agrees with Minister of Industry 
Curtius’ estimate to the Reichstag last 
winter, which put savings and foreign 
debt at that time in the ratio of 3 to 1. 
These $8,000,000,000, however, are net 
savings; they are the increase in Ger- 
many’s wealth after subtracting from 
her gross savings the $2,700,000,000 of 
foreign debts contracted since the Dawes 
plan came into force. 

There are many explanations of these 
satisfactory figures, and some of them 
have been given. One which ought to be 
given is the fact that the American and 
other foreign loans were almost entirely 
invested in increasing national produc- 
tion, thereby increasing national income, 
and thereby increasing the possibility of 
saving. As it was the Dawes Plan which 
first made it possible for Germany to 
borrow from abroad, it may fairly be 
said that the Plan provided the means 
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primitive Dalmatian Coast... ch 
comprehensive itinerary of strange cities bordering this historic Sea. 


AKE sure that your bank will not be 

the loser, either financially or in public 
confidence, through hold-up, fraud, for- 
gery, defalcation or other cause. Our 
Bankers’ Blanket Bond provides broad 
coverage at a moderate cost. 


Call our agent in your city today for presen- 
tation of the facts. 


United States Fidelity 
and Guaranty 
Company 
BALTIMORE MARYLAND 


Over 8,000 Branches and Agencies in United States and Canada 


January 29 


. mysterious Dgypt .. . sacred 
67 glorious days Palestine . . . ancient Greece... 


- romantic Spain . . 
bewitching Turkey . . . and the most 


- enchanting North Africa... 


. the charming social life... dances... gay car- 


- smart country club atmosphere and comfort on a ship built 


far-famed cuisine . . . service par excellence . . 


most efficient staff to entertain and guide you . . . 53 years’ experience 


. all combine to make this a most attractive and thrilling adventure. 


Exclusively Chartered Palatial S. S. “SCYTHIA” 
Cunard Line’s finest first-class cuisine and service. 
Membership limited to 390 guests—half capacity. 
Free stop-over in Europe, including return by 8.8. 


for its own successful fulfilment. 


New Books 


{INVESTMENT TRUSTS IN AMER- 
ICA. By Marshall H. Williams. Pub- 
lished by the Macmillan Company, 
New York. 152 pages. Price, $1.50. 
Development of the investment trust 

both in England, where it originated, 

and in America, where it has come to 
be one of the new factors in the field 
of finance, is discussed, together with 
the raising of capital, the operation and 
management, earning and reserves, the 
general management type of trusts, and 
fixed, limited, and specialized trusts. 
The author offers extensive criticism 
of various types of investment trusts, 
but reaches the conclusion that this 
fountry is just at. the. beginning of an 


“‘Berengaria”’ or any Ounard steamer. Rates from 
$950, including shore excursions. Prompt reserva- 


tion advisable. 


4 Luxury Cruises to WEST INDIES—Jan., Feb., 


Philadelphia—1529 Locust St. Chicago—175 No. Michigan Ave. 4 


FRANK TOURIST 542 Fifth Ave,NewYork 


Boston——33 Devonshire St. 


Mch. 


San Francisco—29 Geary St. Los Aneeles—=756 So. Broadway ; sis 


era in which many more of these agen- 
cies will come into being. 


PROFITS IN INSURANCE STOCKS. 
By W. H. Woodward. Published by 
the Macmillan Company, New York. 
122 pages. Price, $1.50. 

Designed as a guide to the investor 


in insurance stocks, the book is not in- 
tended as an indicator of what: stock 
is better than others, but to present the 
basic knowledge with which an investor 
should be equipped to analyze an insur- 
ance stock and determine its merit in 
comparison with issues in the same an 
other fields. ' 
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Bank 
Stocks 


Insurance 
Stocks 


Ralph B. Leonard & Co. 


25 Broad St. Whitehall 4270 


IT 


the Watchword 


It is the aim and pur- 
pose of the Directors 
and Officers of the“Cit- 
izens” steadfastly to 
maintain high stand- 
ards in Banking and 
continuouslytobuilda 
strong and confidence- 
inspiring Institution. 


RESOURCES $120,000,000 


CITIZENS 


NATIONAL TRUST & SAVINGS 


‘BANK: 


LOS ANGELES 


Condition of Business 
(Continued from page 486) 


ratio of total reserves to deposit and 
note liabilities has been lowered only 
from 75 to 68 per cent. 


BILLIONS 
OF DOLLARS 


New York brokers’ loans establish 
new record near $5,000,000,000 


Gold movement is in favor of the 
United States on balance, but the vol- 
ume of both imports and exports since 
July has dwindled to minor dimensions, 
The fact that our high rates have not 
caused a great deal more gold to be 
shipped here in recent weeks, despite 
exchange rates being low enough to make 
transfers profitable, is an indication that 
foreign opinion believes present rates of 
only temporary duration. 

The condition of the reporting member 
banks shows commercial loans to be 
some $400,000,000 higher than a year 
ago, secured loans $450,000,000 higher, 
and investment holdings $330,000,000 
higher, the combined total representing 
an increase of $1,160,000,000, or 5.5 per 
cent in a year, which is just about the 
normal growth. 


Stock Market Turns Irregular 


Ftp the stock market experienced 
a smart run-up in October, prices 
turned irregular, with no definite trend, 
although volume of trading continues 
heavy. 

Sales on the New York Stock Ex- 
change from Jan. 1 to the end of Octo- 
ber aggregated over 700,000,000 shares. 
This is 52 per cent ahead of the corre- 
sponding period of 1927, and 250 per 
cent ahead of 1924. Increased listings 
and split-ups account for only part of 
the gain, for recent speculative activity 
in certain issues has turned over their 
entire capitalization, theoretically, every 
few days. 

Industrial shares enjoyed the chief 
advance. Measured by the New York 
Times’ average of 25 stocks representa- 
tive of this group, the index now stands 
around 298, or slightly under the year’s 
high of 302.06, attained on Oct. 24, and 
comparing with the year’s low of 233.42 
in February. 

A bull market for the rails has been 
predicted repeatedly, but so far has 
made little headway. The similar index 
of twenty-five selected railroad shares 
stands around 124, compared with the 
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Fifth Avenue Bank 
Chase National Bank 
National Park Bank 
National City Bank 
Mechanics Bank 


BROOKLYN 


N. Y. Title & Mortgage 


National Fire Ins. 
HARTFORD 


Hartford Fire Ins. 
Camden Fire Ins. 


Inquiries Invited 


Hanson & Hanson 


MEMBERS UNLISTED SECURITIES 
DEALERS ASSOCIATION 


25 Broadway New York 
Phone WHItehall 6140-55 


Municipal Bonds 


Safety of Principal 
Alf Maturities 
All Denominations - 


Tax Exemption 


to 6.00% 


Write for Offerings 
and Bank Discounts. 


Incorporated 1910 
MUNICIPAL BONDS 
39 South La Salle St., Chicago 
New York Detroit Philadelphia St. Louis 


PUT 


a 


al 


year’s low of 112.84 last February and | 
the high of 129.10 in May. 

Among industrial issues the advance 
has been by no means uniform. Spec- 
tacular gains have been made this year 
by automobile, agricultural implement 
and radio stocks. A great many other 
groups have moved upward moderately, 
such as the food industry, petroleum, 
packing, electrical, shoes, drugs and fer- 
tilizers, office equipment, steel, mining, 
amusement and merchandising. Declines, 
however, have prevailed in the coal in- 
dustry, also leather, paper, railroad 
equipment, sugar, cotton and wool. 

A few years ago it was considered 
that an investment in industry should 
earn an average return of 10 per cent, 
which would no more than compensate 
for the risks involved. In the last year 
or so, however, the theory has been ad- 
vanced that the relation of stock prices 
to earnings should be, not 10 to 1 but 
approximately 15 to 1, and in some in- 
stances 20 to 1. Certainly the present 
market is high; whether it is discount- 
ing expected earnings too far ahead; 
whether the recent expansion of brokers’ 
loans represents “distribution” of se- 
curities from speculative pools to the 
public, is a matter on which opinion is 


divided. 


Industrial Profits Exceed 
Forecasts 


| igs day brings the publication of 
favorable corporation reports for 
the third quarter of the current year 
and for the nine months period. 

During the first half of 1928, indus- 
trial operations and the profits there- 
from were about on a par with the first 
half of 1927. In the July-August-Sep- 
tember quarter of this year business in 
most lines not only escaped its usual 
summer slump but became faster and 
broader, and the successful earnings re- 
sults are, by comparison with the declin- 
ing tendency in the corresponding quar- 
ter last year, being made unusually fa- 
vorable. 

Combined earnings of 137 manufac- 
turing and merchandising corporations, 
published to date, show for the third 
quarter a gain of 30 per cent over the 
similar 1927 period. 

Cumulative totals of the group for the 
nine months show a gain of 19 per cent 
over last year. Such a record furnishes 
a fairly reliable forecast of what the 
full year’s results will show, in the an- 
nual reports to be published next spring 
upon completion of the audited state- 
ments with year-end adjustments, etc.— 
(which should not be important, consid- 
ering the relative absence of wide price 
fluctuations affecting inventory, except 
rubber). 

Following is a tabulation of such 
earnings for nine months, classified by 
principal industrial groups: 


Summary of Corporation Earnings 


Nine Months—000s Omitted 
Per Cent 
Number Industry 1927 1928 Change 
3 Amusements 9,924 10,755 + 8.4 
7 Automobiles 234,752 285,794 +20.2 
7 <Autoaccessories 9,763 12,929 +32.5 
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Members 
UNLISTED SECURITIES DEALERS 
ASSOCIATION 
ASSOCIATION OF BANK STOCK DEALERS 


74 Trinity Place New York City 
Whitehall 1112-1118-3760-3779 


Private wires to 
Chicago and Hartford 


= 


AMERICAN BANKERS ASSOCIATION JOURNAL 


SHORT TERM INVESTMENTS FOR BANKS 


Our short. term obligations have 
purchased by more than six 
thousand banks in the, United States. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Office » BROADWAY at 57 TH ST. » New York City 
Capital, Surplus & Undivided 


Profits 


Nine Months—000s Omitted 


1927 1928 
7,031 7,444 
57,962 


Number Industry 


Bldg. materials 
Chemicals 
Coal mining 
Electrical 
Flour & baking 
Food products 5 
Iron and steel 113, 798 
Leather 2,289 
Machinery 16,775 
Merchandise 10,404 
Metal mining 6,015 
Office & house- 

hold equipm’t 18,916 
Paper 2,047 
Petroleum 47,037 
Printing 2,485 
Textiles 1,753 
Tobacco 2,911 
Miscellaneous 44,350 


Mfg. & trading 701,290 
Railroads* 
Public utilities* 498, 868 551,458 
Amer. Tel. & 

Tel. Co. 96,061 104,315 
Grand total 1,973,084 2,177,784 


D—Deficit. 
*Eight months. 
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836,359 
685,652 


+ +++ 


It might be kept in mind, in estimat- 
ing the probable showings for the full 
year, that the fourth quarter of 1928 


$52,156,000 


will be generally prosperous while the 
fourth quarter of 1927 was unsatisfac- 
tory; also that the huge decline in oil 
company income in 1927 as compared 
with 1926 will not be repeated this year 
but rather reversed; the same holds 
true of meat packers who do not publish 
interim reports; and the heavy losses of 
the tire manufacturers in the first half 
year (which publish only semi-annual 
reports) will be regained in large mea- 
sure by the record business at low, sta- 
ble prices in the last half year. 

Railroad earnings, moreover, should 
make an improved: showing in the clos- 
ing months of the year and bring the 
total return above that indicated. Pub- 
lic utilities continue their steady growth, 
but it should be pointed out that re- 
ported earnings may include new sub- 
sidiaries which were not consolidated in 
the comparative figures of the previous 
year. 

A conservative estimate would be that 
1928 industrial, merchandising, public 
utility and railroad earnings combined 


Major Financing in October 


Issue 
Cities Service Co. deb 
Missouri Pacific RR. Co. ist & ref. G... 
Republic of Peru, ext. s. f. 
Oriental Development Co., Ltd., Japan, 


19,900,000 


ref. A 14,691,000 
10,000,000 
10,000,000 
10,000,000 
9,000,000 
8,000,000 
7,900,000 
7,500,000 
7,000,000 
6,315,000 


A. T. & St. F. Ry. Co. Cal.-Ariz. ist & 


City of St. Louis 

Republic of Cuba, pub. wks 

Ilseder Steel Corp., Germany, mtge... 
Bellows Falls Hydro-Elec. Corp. Iist.... 
Hotel St. George, Brooklyn, 1st A 
Gatineau Power Co. ist 

Chrysler Bldg., N. Y., 1st leasehold s. f. 
City of New 
Province of Alberta, Canada 
Connecticut Coke Co. 1st A 

Erie RR. Co. eq. tr 

Abraham & Straus, Inc, deb 

Amer. Community Power Co. sec. deb.. 
City of Philadelphia school 


Amount 
$30,000,000 

25,000,000 

25,000,000 


5,000,000 
5,000,000 


Price 


97% 
99% 
91 


Rate Due 
1963 
1978 
1961 


1958 


1962 
1933-48 
1931-32 

1948 

1948 
1932-43 

1956 

1948 

1930-78 

1958 

1948 
1929-43 

1943 

1953 
1939-58 
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will run 10 per cent better than 1927 
and will approximate the record 1926 


total. 


Bond Market in Strategic 
Position 


IGH money rates and active stock- 
H market speculation have held down 
bond prices this autumn. By making 
this market less attractive from the 
standpoint of the borrower these same 
influences have caused new underwrit- 
ings to decline sharply so that the sup- 
ply of unsold issues on dealers’ shelves 
is at a minimum. With the normal de- 
mand from investors prices have re- 
cently shown strength and a recovery of 
perhaps one point has taken place. 

Forty domestic bonds making up the 
New York Times index stand around 
90.84, compared with the current year’s 
high of 93.60 in May and low of 89.24 
in August. Ten foreign government is- 
sues stand at 105.79, while the year’s 
high was 107.42 in April and the low 
105.51 in June. 

In case the stockmarket should have 
a material decline the effect would doubt- 
less be to momentarily shake down the 
bond market also, then to strengthen it 
by the switching of funds from stocks 
into bonds. Meanwhile the normal in- 
vestment demand by insurance com- 
panies, trustees, etc., keeps prices firm 
and current yields are quite attractive. 
It is difficult to say how soon low in- 
terest rates will return as a stimulus 
to prices, and this may conceivably be 
some months distant. However, when- 
ever stock prices overdiscount future 
earnings there is a switching into invest- 
ments paying a fixed return and secured 
by a prior lien on earnings as well as 
property values. 


New Financing Increases 
But Is Still Subnormal 


 emapdeinge of high money rates, as 
has been indicated in the foregoing, 
still exerts a retarding influence on new 
underwriting and much business is being 
held in abeyance until such time as the 
market is in a better position. 

September bond offerings amounted to 
only $290,506,000 contrasted with $426,- 
404,000 in the same month last year. 
For the first nine months total public 
offerings aggregated $3,901,946,000, com- 
pared with $4,279,703,000 in the corres- 
ponding period last year, a decline of 
16 per cent, although it exceeded the 
same period of any other year. October 
offerings, when complete data are avail- 
able, will be only a fraction of the $766,- 
062,000 reported for the same month 
last year. Preliminary estimate is 
$310,000,000. 

The largest issue of the month was 
$30,000,000 Cities Service Co. debenture 
5s, due in 1963, at a price to yield 5.15 
per cent. There were two issues of 
$25,000,000 each, by the Missouri Pacific 
Railroad Co. on a 5.04 per cent basis and 
the Republic of Peru on a 6.85 basis. 

On page 522 are the details of all issues 
of $5,000,000 or more during the month. 


.system for national finance. 


Five Important 
Points 


of interest to investors when con- 
sidering the common stock of a 
corporation are— 


1—the amount of preferred stock 
outstanding. 


2—the amount of bonds outstanding. 

3—the amount of bank loans unpaid. 

4—the dividend record for the previ- 
ous several years, and— 

5—the ratio of current assets to 
liabilities. 

The Stewart-Warner Speedometer 

Corporation has outstanding— 


No Preferred Stock, 
No Bonds, 
No Bank Loans. 


An Unbroken Dividend Record for al- 
most 16 years, and, an almost 7 to 1 
ratio of current assets to liabilities. 


A copy of the list of products manu- 
factured by the Stewart-Warner 
Speedometer Corporation and allied 
companies, together with latest finan- 
cial reports incorporating letters from 
the Management to the stockholders 
will be mailed to any address on 
application. 


Stewart-Warner 


Speedometer Corp’n. 


1826 Diversey Pkwy. 
Chicago 
and subsidiaries 
The Bassick-Alemite Co. 
The Alemite Mfg. Corp’n. 
The Bassick Co. 
The Stewart Die Casting Corp’n. 


New Book 


THE AMAZING LIFE OF JOHN 
LAW. Translated from La Tres 
Curieuse Vie de Law of M. Georges 
Oudard by G. E. C. Masse. Pub- 
lished by Payson and Clarke, Ltd., 
New York. 363 pages. Price $5.00. 


Murder at midnight, a youth with a 
blood-stained sword, torches of the 
watch, prison, conviction, help from a 
Princess, escape, exile—all these the 
essence of the most romantic of his- 
torical novels yet more strangely than 
fiction they supply the background for 
the first important incidents in the life 
of John Law, the man behind the Mis- 
sissippi Bubble. 

The literature of banking can hardly 
be described as exciting. Bank history 
may be justly termed dry. Here is the 
story of the man who not only made 
bank history but whose life was crowded 
not merely with the dramatic—it was 
engulfed in the melodramatic. 

Born a Scotsman, a fatal duel in Lon- 
don early in 1700 drives him to Holland 
where the then unique institution—a 
bank—spurs his imagination. He dis- 
covers foreign exchange, he invents a 
He travels 
over Europe leading a life of gambling 
and gallantry finally esconsing himself 
at the court of France. 

There he founds the Bank of France, 
there he forms the Compagnie des 
Indies, known to history as the Missis- 
sippi Bubble, there he invents inflation. 


AMERICAN BANKERS ASSOCIATION JOURNAL 


Guaranteed 
Safety and 
Liberal Yield 


EVERY Empire Bond 
issue is created upon this 
set of fixed standards: 


—A strong guarantee as 
to principal and interest. 


— Legal for trust funds. 


- - Independently trusteed 
by a large bank or trust 
company. 


— Secured by a closed first 
mortgageonincome-earn- 
ing real estate in leading 
American cities. 


— Yield 5%% to 6%. 


Makethese strict require- 


ments your own invest- 
ment standard. 


Empire 
Bonds 


Empire Bond & Mortgage Corporation 


535 Fifth Avenue 
New York 


He floods France with paper-money and 
stock issues and gives Paris its first 
glimpse of mad speculation and its in- 
evitable consequences. 

It might be enough to say that the 
book is interesting. It is more than 
that. It is an insight into the begin- 
nings of modern finance told as a tale 
that informs while it entertains. The 
book gives a cross-section of Europe in 
the first half of the eighteenth century 
seen through the eyes of a ‘banker. 
There is the color of decadent France, 
the departing glory of Venice, the 
pounds and pence diplomacy of England 
intermingled with wild exaggerations of 
the New World. And always there is 
the bank. 
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WHAT DO YOU THINK? 


«3 Being a more or less personal talk between the Epitor and the READER ©, 


New Accounts and New Ideas 


EW ideas—no less than new accounts 
—are necessary for the development, 
protection and well being of every bank. 

It sometimes happens that what is a 
“new” idea to a few persons may perhaps 
be an old and a well-tried and well-tested 
principle of procedure to a group in bank- 
ing, yet to the man who needs it and has 
not yet familiarized himself with it to the 
extent of drawing benefit from it for his 
own organization, his own customers, or the 
community in which he lives, it is a re- 
source yet untouched. 

Using the adjective “new” in this sense 
there are in the various departments of the 
American Bankers Association many helps 
in banking that are to be had for the ask- 
ing. 

Some point the way to better profits. 


Some pave the way to more efficiency, 
which in effect is necessarily more profit. 

Others lead to better service and to better 
protection. 

He who is hunting for ideas—and who is 
not?—might well consider whether or not 
the Association can furnish either the idea 
he wants, or at least a clue that will lead 
him to it. : 

Take, for example, the Savings Bank 
Division. There is a list of thirty pamphlets, 
twenty-seven of which are available for free 
distribution, and the remaining three at 
negligible prices. Here are some in the 
free list: 

“Bank Window Displays." 

“The Blue Sky Menace.” 

“Competition for Savings.” 

“How Banks Grow.” 

“Investment of Savings Deposits.” 

“Safe Deposit Service.” 

“Plans for Increasing Savings.” 

“A Summary of a Survey of Methods of Com- 
puting Interest on Savings Accounts in the 
United States.” 

“Thrift—the Highway to Success.” 

“What Should Be the Character of a Savings 
Bank Bond Investment Account?” 


Are you starting a trust department? 

Then there is no such thing as getting 
too much information. The best trust officers 
all agree that the pitfalls are many, even 
though the opportunity for service and 
for profit is alluring. 

Experienced trust officers contribute freely 
of their time to the end that all in the 
business may have the benefit of their ex- 
periences and their studies. 

Every trust company conference—and 
there have been many—has brought out 
valuable ideas and suggestions. 

On the list of the literature of the Trust 
Company Division are the proceedings of 
many conferences in which there is many 


a money-making, trouble-saving suggestion. 
There is no charge for these proceedings 
and the value of the information to be ob- 
tained is incalculable. 

“What is a fair fee for this service?” is 
a common question, especially among those 
newly vested with the authority to conduct 
fiduciary service. 

An answer will be found in the printed 
schedule of trust company charges issued 
by the Trust Company Division. The cir- 
culation of this document is confined to 
members. 


The Clearinghouse Section has distributed 
over a million copies of a booklet bearing 
the title, “Conservation Between a De- 
positor and a Banker Regarding Service 
Charges on Small Checking Accounts.” 
Two booklets are issued under this caption 
in which there is given an interesting, con- 
vincing dialogue between a banker and a 
depositor regarding service charges, de- 
signed to convince any bank customer as 
to its justness and fairness. Booklet “A” 
presents a charge of 50 cents a month on 
balances less than $50. Booklet “B” a 
charge of $1.00 on balances less than $100. 
These are sold in lots of 1000 at $12.50 
for customer distribution. 

There are a dozen other worthwhile pub- 
lications in this section and among those 
in preparation is a standard form of report 
by the president of a bank to his board of 
directors. This should be available about 
November 20. 


And then there are the lectures of the 
Public Education Commission. They open 
a splendid opportunity for the banker to 
spread knowledge of banking and economics 
through his community and incidentally to 
get the home folks discussing these subjects. 

We have named only a few numbers 
and in only four of the departments of the 
Association. In other departments there 
are a lot of good things most of which the 
members may have for the asking, and to 
which reference will be made in the next 
issue of the JOURNAL. 


Going Down 


EORGE A. STARRING, secretary of 
the South Dakota Bankers Association, 
writes the following letter which tells its 
own story of the course of interest rates in 


that state: 

“On September 19 the South Dakota 
Bankers Association sent a questionnaire to 
the banks of the state asking for certain 
information relative to interest rates being 
paid on time deposits. In just one week the 
Association office had received 310 returns, 
or 74 per cent. This is a remarkable show- 
ing and we expect the returns to be at 
least 90 per cent on this subject. 

“Of these 310 banks, 191 are paying 4 
per cent interest; forty-six banks are paying 
3, or 34%, or 3 and 4, or 3% and 4 per 
cent; thirty-nine banks are paying 4 and 5 
per cent; thirty-two banks are paying 5 pe 
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cent; two banks are paying 4 and 444 per 
cent, while one is paying 4% and 5 per cent, 
This is a decided downward trend as com. 
pared with our first survey made in 1926 
when of 213 replies, ninty-five banks were 
paying 4 per cent; eighteen were paying 
under 4 per cent; thirty-one were paying 
4 and 5 per cent, and sixty-three were pay- 
ing 5 per cent. 

“Forty banks have reduced their rate of 
interest since January 1, 1928, and in prac. 
tically every instance the banks are pleased 
with the change. They state almost without 
exception that they lost no valuable ac. 
counts; that there was no effective opposi- 
tion of the public and that the change is or 
will be decidedly profitably to the bank. It 
is also interesting to note that while a total 
of seventy-four banks out of 310 are pay.- 
ing more than 4 per cent, forty-five indi- 
cate that they are hoping to reduce their 


rate in the near future and practically all 
of them would do so if they could be as- 
sured of the cooperation of their competi- 
tors. Several say they will do so regardless 
of their competitors. The banks were almost 
unanimous in this survey in the feeling that 
no bank can afford to pay more than 4 
per cent. Furthermore, it is surprising how 
many country banks are in favor of paying 
not to exceed 3, 34%, or 3 and 4 per cent. 
The present condition of the money market, 
they say, can be the only excuse for a 
temporary higher rate of interest. 

“Three county associations have held 
meetings during the month of September 
for the purpose of discussing plans of co- 
operating in reducing the rate from 4 and 
5 and 5 per cent down to 4 per cent.” 


Depreciating Currency 


ie is against the law in this year of 1928 

—and for many a year that has gone be- 
fore—to mutilate money, but notwithstand- 
ing that fact, there was a time when a gov- 
ernment official, at the direction of his supe- 
riors in office did mutilate coins before 
they were put into circulation—a strange 
and curious incident in the nation’s progress 
toward the establishment of a system of cur- 
rency, and in this day and generation the 
mutilation appears to have been a most 
crude and inexcusable manner of conduct- 
ing business. 

Upon that incident in the history of our 
currency, Walter de Maris has painted a 
picture for the cover of the December 
JOURNAL. We consider it to be a valuable 
and logical addition to the series of covet 
illustrations based on events in the financial 
history of America. 
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PROTECTIVE SECTION 


AMERICAN BANKERS 
ASSOCIATION JOURNAL 


Detective Agents 
The William J. Burns International Detective Agency, Inc. 


Fruits of Eternal Vigilance 


By JAMES E. BAUM 


Deputy Manager, Protective Department 


MIDMITTING that the success or failure 

3} of a bank holdup depends largely upon 

whether the advantage of surprise rests 

with the criminal or his victim, anyone 

reviewing our investigators’ reports would be 

forced to the conclusion that bank burglars and 

bandits are smart enough to strike only where 
resistance is weakest. 

To further aggravate the situation, our inves- 
tigations also make it clear that the chief reason 
for the kind of carelessness which invites robbery 
is in the willingness of banks to substitute insur- 
ance protection for adequate means of prevention 
and punishment. Although this complacent atti- 
tude of leaning upon insurance indemnity for 
complete protection may be expected to grow 
more popular with the increase of insurance 
against crime, it is unsound fundamentally and 
certainly unecoromical. Increased losses mean 
higher premium rates, and bankers must realize 
that premium rates are based upon the volume 
of losses, plus the ex- 
penses and profits of un- 
derwriters. 

Though it plays a 
prominent part in any 
effective program for the 
prevention of bank rob- 
bery, an alarm system 
can only signal for help. 
The response must be 
quick and_ sharp-shoot- 
ing, as evidenced by the 


President 


Cashier 


Contents Noted b 


Vice-President 


paigns of armed vigilantes in the Central West. 
Even the earliest possible sounding of an alarm 
can only serve to facilitate arrests, and banditry 
will continue wherever there is inadequate or 
inefficient police power. If there is lack of co- 
ordination in our law-enforcing machinery, a 
revival of the vigilante spirit, strongly organized 
and controlled, has already demonstrated its 
value in supplementing the work of the consti- 
tuted police authorities. If the merits of these 
vigilance campaigns were ever doubted, the re- 
cent action of the underwriters in granting dis- 
counts on burglary and robbery insurance should 
dispel any fears as to the practicable value of 
these special law-enforcing units. 

The Underwriters’ rating bureau recently ap- 
proved our proposal of discounts in the burglary 
and robbery insurance premiums of banks main- 
taining an approved standard of vigilante organ- 
ization. The discounts agreed upon will apply to 
Burglary and Robbery Policies (not blanket 
Bonds) at the rate of 10 
per cent on each risk. 
This means a material 
reduction in bank burg- 
lary and robbery insur- 
ance costs in those states 
where these special units 
are being maintained to 
supplement the consti- 
tuted authorities. The 
casualty companies are 
not forfeiting revenue 
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excellent record set up 
by the bankers’ cam- 
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unless it is merited by a 
reduction in hazard. 
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Poses as Bank Cashier 


OUIS SKILES (38423), alias L. A. 
Skiles, alias K. C. Casey, regarding 
whom warning articles appeared in the 
April and December, 1922, issues of this 
Section, has again resumed his fraudu- 
lent operations against banks and others. 
This man is the black sheep of a reput- 
able family, his brother being vice presi- 
dent of a Cass County, IIl., banking com- 
pany. He was arrested in February, 
1922, in Honolulu, T. H. After serving 
a short term there, he returned to the 
United States and was rearrested by the 
New York Police on November 14, 1922. 
After being returned to Peoria, IIl., for 
trial, he was sentenced to serve 1 to 10 
years in the Illinois State Penitentiary 
at Joliet. 

The latest report on this operator states 
he was employed by a brokerage concern 
in Denver, Colo., during the early part 
of this year, but left suddenly the latter 
part of September after causing his em- 
ployers losses of approximately $4,000. 
After his departure it was discovered 
that three blank checks were missing 
from the company’s check book. Then it 
was learned that a bank at Carney, 
Okla., had received a letter in an en- 
velope of the Denver brokerage concern 
addressed to I. S. Yaples, in care of the 
Carney bank. I. S. Yaples is cashier 


Louis Skiles 


of the Illinois banking company with 
which the operator’s brother is con- 
nected, and with which the Carney bank 
had preyious business dealings. The fol- 
lowing day Skiles, representing himself 
as I. S. Yaples, called at the bank and 
received the letter, opened it in the pres- 
ence of one of the officers of the bank 
and took out the three checks made pay- 
able to the order of I. S. Yaples on the 
form of the Denver brokerage house. He 
remained in Carney two days, and 
through his knowledge of the affairs of 
the Illinois banking company, also its 
previous correspondence, he thoroughly 
convinced the Carney bankers he was the 
—_— whom he represented himself 
0 be. 


‘her health. 


When leaving Carney he explained his 
wife was suffering from a nervous break- 
down, and that they were traveling for 
He said he was enroute 
to San Antonio, Tex., and tendered a 
$1,625 draft requesting that $1,000 be 
placed to his credit and he be given $500 
in American Express travelers cheques 
and $125 in currency. This accommoda- 
tion was extended, but the draft re- 
turned “payment stopped, forgery,” and 
the Denver brokerage house advised the 
Carney bank of its dealings with the 
operator. 

We are reproducing a photogr 
Skiles taken at Joliet in Fenty 
He is about 46 years of age, 5 feet 10 
inches tall, weighing 210 pounds; has 
brown eyes and hair, ruddy pouchy face 
and is said to chew or smoke cigars con- 
stantly. He wears white gold, engraved 
rimmed glasses, and is said to enjoy 
working on cross-word puzzles. There is 
a warrant in existence for him in Car- 
ney, Okla., and it is believed his former 
employers in Denver, Colo., will also 
prosecute if he is located. The woman 
with whom Skiles is traveling is about 
39 years of age, with blond hair, heavy 
build, and is said to have one blue eye 
and one green one. 


Berkeley Bandit Identified 


HE Chief of Police, Berkeley, Cal., in 

a circular dated September 28, 1928, 
advises that he holds warrants for the 
arrest of JEROME T. READ (3424), 
alias Thomas J. Reed, alias Jack or Jerry 
Murphy, and for a woman traveling with 
him as his wife, whose name is believed 
to be LOLA MARGARET GOKEY (3425). 
On September 18, 1928, a lone bandit en- 
tered the First National Bank of Berke- 
ley, approached the teller’s window and 
demanded all his cash. When the teller 
hesitated, the bandit produced a nickel- 
plated revolver, told the teller to hurry 
up or he would “blow his guts out.” The 
teller passed over $1,302 in currency and 
after cautioning the teller not to touch a 
button or move for a gun, the bandit left 
the bank and got in an Essex coach 
driven by another person. The Essex 
coach had been stolen and was later 
found within three blocks of the bank. 
An observing employee of the bank had 
noticed a Chrysler touring car in the 
vicinity a week previous. It contained 
two persons apparently watching the 
bank, and as it aroused his suspicions, 
he took the license number. When this 
was given to the police they found that 
the car had been purchased in the name 
of Lola M. Gokey and had been later 
transferred over to Read. As Read had 
a previous criminal record, they showed 
his picture to the teller in the bank, and 


Jerome T. Read 


it was identified as the bandit who had 
held him up. The employee who had 
noticed the suspicious car a week previ- 
ous also identified the picture as being 
that of the man who was sitting in the 
Chrysler car. It is believed that the 
Gokey woman was the driver of the car 
used by the bandit when he held up the 
bank, and that they transferred to the 
Chrysler later. The Chrysler car has 
been found at Madera, Cal., and it has 
been ascertained that the male and fe- 


male operators boarded a bus at Fresno 
on September 19 and were then heading 
South. 

A photograph of Read is reproduced 
herewith, and he is described as 29 years 
of age, 5 feet 11 inches tall, weighing 
170 pounds; medium build, medium com- 
plexion, gray blue eyes, dark brown hair. 
His woman companion is 25 years of 
age, 5 feet 4 inches tall, has dark eyes 
and dark bobbed hair. By occupation 
she is a nurse and it is said that her face 
is covered with pock marks. She recently 
had water on the knee in one leg, may 
limp and also may require treatment for 
this ailment. 


MARTIN B. WEDDINGTON (3419), 
alias J. R. McGarry, is reported from 
several western points, the latest being 
Muscatine, Iowa, as negotiating bogus 
bank drafts purporting to have been 
issued by the Alabama Trust and Sav- 
ings Bank of Florence, Ala., on the 
American Exchange Irving Trust Com- 
pany of New York City. No further in- 
formation is available at this time, but 
we are reproducing the operator’s in- 
dorsement. 
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“O.K.” Forger Escapes 


AUL WHITE (3257), whose arrest 
Foes reported on page 2 of the June, 
1928, Protective Section, was returned 
to Louisville, Ky., and on September 24, 
sentenced to a term of eight years in the 
Kentucky State Penitentiary. We are 
advised that through a strange but 
clever ruse, White recently made good 
his escape from jail by posing as another 
prisoner for whom a bail bond had just 
been accepted. 

As he is now free to resume his swin- 
dies against banks, and as he is also one 
of the most clever and persistent opera- 
tors using the forged O.K. of bank offi- 
cials to negotiate his worthless paper, 
we expect to hear from him in the very 
near future. A picture of White is re- 
produced, and he is 86 years of age, 5 
feet 814 inches tall, weighing 140 pounds; 
medium build; has medium dark com- 
plexion, dark eyes and brown hair turn- 
ing gray. ; 

As stated in several previous issues, 
banks can avoid a loss through the op- 
erations of this and other operators of 
the same class by instructing tellers to 
pay “initialed” checks only when pre- 
sented by an employee or bank guard. 


Paul White 


Those authorized to approve such 
checks should support this procedure by 
handing the cash to the customer direct. 
In any event do not permit such checks 
to be returned to the presenter after they 
have been initialed, thereby preventing 
raising of the amount and eliminating 
the possibility of the initials being 
forged on another check. 

This procedure is followed by many 
banks as a matter of courtesy in cashing 
checks for known customers. It has also 
proved to be an effective preventive 
measure against other methods of artful 
forgers. 


Forged Telegraphic Withdrawals 


MARSHALLTOWN, Iowa, bank re- 

cently received a telegram from 
Mason City, Iowa, purporting to be from 
a depositor of their institution and re- 
questing that $50 be wired to him at 
Mason City, care of Western Union. 
The Marshalltown bank made a careful 
check-up before remitting the funds, and 
found that their depositor was in town, 
but that his home had been entered by 
burglars a short time previously and his 
bank book, check book and other personal 
papers, stolen. An attempt to apprehend 
the operator at Mason City was unsuc- 
cessful, but the Western Union operator 


at that point describes him as 24 years 
of age, 5 feet 9 inches tall, weighing 160 
pounds; light hair, front teeth streaked 
apparently from tobacco and _ very 
slovenly dressed. 

Other cases of forged telegraphic re- 
quests for funds wherein banks sustained 
losses through failure to exercise the 
proper care before wiring money have 
also been reported during the past month. 
Therefore, we repeat our advice that 
members investigate the whereabouts of 
their depositor before complying with 
such requests, and identification should 
not be waived. 


$100 Reward 


E. HAYES (38426), alias 
Lamar George Hastings, whose 
photograph and description appear with 
this article, for a short time prior to 
May, 1927, was a private detective oper- 
ating in Atlanta, Ga., and vicinity. Later 
he was stationed in Asheville, N. C. Be- 
fore working in Atlanta, he is said to 
have operated as a private detective in 
Texas, Missouri and Arkansas. His 
father is believed to reside near Blythe- 
ville, Ark. 

Hayes alias Hastings is wanted on 
charges of embezzlement and false pre- 
tense. He defrauded a bank in Ashe- 
ville, N. C., by regaining his collateral 
bond of $500, pretending to have a pur- 
chaser for it, and then disappeared. 
When last seen in Atlanta, Ga., on Oc- 
tober 8, 1928, he was driving a maroon 
colored Hudson Sedan, motor No. 518,- 


George E. Hayes 


809, with North Carolina license plates. 
He is alleged to be a former teacher of 
dancing and music and may be traveling 
with one or more girls and is described 
as being about 34 years of age, 5 feet 
10 inches tall, weighing 175 pounds; has 
blue-gray eyes, light hair, thin on top, 
and ruddy complexion; is a neat dresser; 
his left shoulder is slightly stooped and 
he is an incessant cigar smoker. Any 
information that would lead to his appre- 
hension should be wired to the nearest 
office of our agents who are advised that 
a reward of $100 is offered for his arrest 
and conviction. 


Escaped Bandit 


Roy Dickerson 


R° DICKERSON (3427), notorious 
bank robber and escape artist, again 
obtained his liberty when on August 2, 
in company with two other prisoners, he 
escaped from Kilby Prison, Montgomery, 
Ala. Dickerson, who is a native of 
Montgomery, Ala., has a_ spectacular 
criminal record dating back to 1920 at 
which time with his wife, and other com- 
panions, he staged a sensational daylight 
robbery at Phoenix City, Ala. He was 
arrested in Los Angeles for this robbery, 
but escaped and about a year later was 
again arrested in Birmingham, Ala. He 
was sent to the State Penitentiary, from 
which he escaped in 1923. He was re- 
arrested at Tacoma, Wash., in December, 
1927, and at the time of his last escape 
he was serving a sentence of 20 to 25 
years. This criminal may be expected 
to resume his activities against banks, 
and we are publishing his picture. If 
recognized he should be turned over to 
the nearest police officer and the officials 
of Kilby Prison, Montgomery, Ala., noti- 
fied. 


Sounds Old Fashioned 


A highwayman held up the 
Littleton National Bank at Little- 
ton, Colo., at 12.30 p. m., on Oct. 17, 
and succeeded in getting away with over 
$12,000. He left town in a wire-wheeled 
Overland Sedan, carrying license plates 
which had previously been stolen from a 
Ford car. Scattering tacks along the 
road to impede pursuers, he succeeded 
in making a clean getaway. His de- 
scription follows: About 36 years of age, 
5 feet 11 inches tall, weighing 160 
pounds; dark complexion, pock marked 
face, wore blue suit and cap. 
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Do You Want Them? 


Oscar Joe Bradley 


O* Sept. 5, the day following the 
holdup of a messenger of the 
Texas State Bank and Trust Company, 
San Antonio, Texas, OSCAR JOE 
BRADLEY (3429) and ELLIS PAT 
BYLER (34380) were arrested in Laredo, 
Texas, and all but $20 of the $5,000 loot 
was recovered. Both criminals have 
been positively identified by the bank 
messenger and have made signed state- 
ments admitting their guilt. As they 
may have been implicated in other at- 
tacks against members, we are publish- 
ing their photographs and descriptions: 
Bradley is 22 years of age, 5 feet 10 
inches tall, weighing 126 pounds; has 
dark brown hair, brown eyes and dark 
complexion. Byler is 23 years of age, 
5 feet 9 inches tall, weighing 139 pounds; 
has brown hair, light gray eyes and 
ruddy complexion. 


Ellis Pat Byler 


F. OLIVE (3481), alias 
John W. Davis, was arrested in 
Harrisburg, Pa., after he had excited 
the suspicion of a banker in that city 
by calling on him, and introducing him- 
self as a representative of the company 
which supplied the protectograph ma- 
chine in use at the bank. Olive stated 
that he was instructed to call for the 
machine and take it out for repairs, and 
while this particular bank refused him 
permission, it was later learned that he 
had been successful in getting machines 
out of other banks in that city. All the 
machines were returned and a small 
charge made for repairs, but it is 
thought that in addition to the petty 


amount he could make in this way, he 
also used the machines, which printed 
the name of the bank, to prepare bogus 
checks which he later intended to ne- 
gotiate. The Harrisburg authorities had 
only a minor charge against this oper- 
ator and he was turned over to the 
Pittsburgh, Pa., police who were looking 
for him on a charge of embezzlement 
and fraudulent conversion. A picture of 
the operator is reproduced, and any 
member recognizing him as a person 
through whom they were defrauded, 
should have their local authorities com- 
municate with the Pittsburgh police. 


Douglass F’. Olive 


ENNETH G. ROBERTS, JR. (3482), 

alias Frederick Lynn, alias Ken- 
neth Burns, was arrested in Petersburg, 
Va., and has been turned over to the 
police of Baltimore, Md., where he was 
wanted for passing bogus checks drawn 
on the Depositors Savings and Trust 
Company, Akron, Ohio. This operator 
defrauded many individuals throughout 
Pennsylvania, New Jersey, West Vir- 
ginia and in Washington, D.C. His 
method of operation was to visit the 
Christian Science reading rooms and rep- 
resent himself as the son of Mrs. Cora 
Roberts of 5 Neal Court, Akron, Ohio, 
whose name and address is contained in 
various Christian Science publications. 
He generally stated that he had been in an 
automobile accident, his wife and child 
were injured, and he was sorely in need 
of immediate funds, securing from $5 to 
$15 on each visit. The amounts secured 
by this operator being small, it will be 
difficult to return him for prosecution to 
the different points where he worked, but 
every effort should be made to do so as 
he is a dangerous type of swindler and 
having found how easy it is to negotiate 
his worthless paper, there is no doubt 
that he will continue his activities and 
will probably increase the amounts of 


Kenneth G. Roberts 


his checks. Roberts’ photograph is re. 
produced and he is 28 years of age, 5 
feet 11% inches tall, weighs 152 pounds: 
has chestnut hair, light chestnut eyes, 
medium dark complexion and good teeth. 


OE MANALO (3447), alias Elmer 

Ruben, alias Eddie Ruben, has been 
arrested by the New York police and our 
agents on a worthless check charge after 
defrauding a Brooklyn banker out of 
approximately $2,000. This operator 
who claims he arrived in New York 8 
week ago irom Seattle, Wash., opened 
accounts in five New York banks under 
one of the names given above, by deposit- 
ing drafts signed by himself and drawn 
on the First National Bank of Seattle, 
Wash. He was not successful in de- 
frauding any of the banks with which he 
opened an account, but did victimize the 
Brooklyn banker by means of a worth- 
less check for $437, with which he pur- 
chased a steamship ticket. 

He later came in with a check for 
$1511.75 and purchased American Ex- 
press money orders. The banker, lulled 
into a false sense of security due to the 
fact that the operator had purchased a 
steamship ticket, felt that even if any- 
thing was wrong, returns from the 
checks would be received before the 
steamer sailed from New York. Of 
course, the steamship ticket was immedi- 
ately torn up, as it had cost the operator 
nothing but a piece of worthless paper. 
Before the larger check was returned, 
the operator had cashed the money or- 
ders which he had purchased with it. 


Joe Manalo 


Through the efforts of our agents and a 
local bank in notifying other New York 
banks, the prompt arrest of this fellow 
was effected when he attempted to open 
another account. 

The operator is a Filipino apparently 
well educated, 25 years of age, 5 feet 5 
inches tall, weighing 135 pounds; 
has black hair, black eyes very dark com- 
plexion and could pass for a Japanese. 
From unconfirmed information in our 
possession the operator is believed to 
have defrauded banks throughout the 
country, particularly on the West Coast. 
Any members recognizing the picture as 
that of a person who had defrauded 
them, should notify their local police 
and instruct them to communicate with 
the New York police. 
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Fake Depositor Arrested Escapes 


MAN whose right name is reported 
A as WILLIAM J. MILLER (3448) 
has used numerous aliases in his frauds 
against banks, among them being George 
B. Preston, C. P. Williams, P. T. John- 
son, B. F. Cronson, R. T. Robinson, 
Frank L. Tosby, George Baker, Ralph 
Parks, James Palmer, E. C. Ryerson, 
Leland Gordon, etc. 

He operates during the busiest bank- 
ing hours, by approaching a teller and 
presenting a bogus check for cash. When 
asked if he has an account, he replies in 
the affirmative, and many tellers have 
accepted him at face value to their sor- 
row. Miller has served four prison 
terms and on October 15, 1928, escaped 
from the Des Plaines, Ill., City Jail after 
being held in custody only two days fol- 
lowing his last arrest in Rockford, on 
October 13. 

Warrants are in existence for this 
operator, whose photograph appears 
above and he should be arrested on sight. 
His description is: 28 years of age, 5 


William J. Miller 


feet 7 inches tall, weighing 160 pounds, 
heavy set build, light complexion, blue 
eyes, medium chestnut hair, index finger 
of left hand amputated at second joint. 
He is usually accompanied by a woman 
and drives a Packard sedan. Any infor- 
mation which may lead to his rearrest 
should be communicated to the nearest 
office of our agents or to the [Illinois 
Bankers Association at Chicago. 


Embezzler Wanted 


Leon Earle Carter 


EON EARLE CARTER (3457) is 
wanted by the authorities at Inver- 
ness, Fla., in connection with an em- 
bezzlement of $140,000 from the Citizens 
Bank of Inverness by which he was for- 
merly employed as assistant cashier. He 
disappeared on October 3, in a LaSalle 
sedan with a dealer’s license and was last 
seen at Lake City, Fla. 

The Governor of the State of Florida 
has offered a reward of $250 for the re- 
turn of Carter and other reward offers 
are contemplated. When apprehended, 
Sheriff B. O. Bowden, Inverness, Fla., 
should be notified. 

Carter’s photograph appears above 
and his description follows: 31 years of 
age, 5 feet 9 inches tall, 140 pounds, gray 
eyes, slightly curly black hair, high fore- 


head, small scar underneath one thumb, 
very flatfooted, wears No. 8 shoe and al- 
ways wears trousers about two inches 
too short. 


Warnings 


E. ANDERSON (3488), alias J. A. 
@ Major, has successfully negotiated 
checks purported to have been issued by 
the J. B. Lippincott Company, publishers 
of Philadelphia. He has visited several 
towns in Tennessee and North Carolina, 
but so far no bank appears to have suf- 
fered a loss. The bogus checks he is 
using bear the name “J. B. Lippincott 
Company, Publishers,” in the upper 
left corner, also over the signature line. 
Under the signature line appears the 
word “Treas.,” and in the lower left 
corner “Girard Trust Company, Phila- 
delphia.” All checks so far received 
have No. 2037 in the upper right corner 
above the date line. J. B. Lippincott 
Company, a reputable concern, denies 
all knowledge of the operator and the 
checks used by him are not geninue 
checks of that company. 


Berg see the courtesy of the Fed- 
eral Reserve Bank, we have been 
furnished with photostatic copies of two 
checks which have come through from 
St. Johns, Mo., drawn on the non-exist- 
ent Cotton Exchange Bank of New York. 
The name of the bank appears at the 


‘bottom to the left and the number and 


the date at the top to the right. In the 
center of the check is the name of the 
American Cigar Company in large let- 
ters, St. Louis Division being printed 
underneath in smaller letters. The 
payee’s name and the amount in figures 
have been put in with a typewriter while 
a protectograph was used to write the 
amount in. Both checks in our posses- 
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sion are signed W. E. BLACKSHAW 
(3434). They are indorsed Joseph A. 
Byrne and John O’Toole, the indorse- 
ments, reproduced below, appearing to 
be in the same handwriting as the signa- 
ture on the check, but written in back- 
hand with an attempt at disguise. From 
an examination of the writing, it ap- 
pears that these checks are the work of 
an operator who under the name of R. V. 
Brown, alias Vance Parker, operated 
with bogus drafts in the early part of 
1920, at that time using the form of the 
Wachova Bank and Trust Company, 
Winston-Salem, N. C. 


check operator representing 
himself as W. B. CLAPTON (3435) 
has left a trail of worthless paper 
through southern Kansas, northern 
Oklahoma and western Missouri. The 
checks negotiated by this individual are 
all for small amounts and appear to 
have been issued by the Pruitt Poultry 
and Egg Company, Kansas City, Mo., on 
the Drovers National Bank of that city. 
Different payee’s names and different 
signatures appear on the checks among 
them being E. B. Pruitt, S. E. Pender, 
E. E. Case, S. E. Porter and O. E. Sut- 
ton. We are reproducing specimens of 
the writing appearing on these checks. 


Harvest Hand Forgers 


There are a number of forgeries and 
worthless checks being reported to the 
Association, apparently negotiated by 
harvest hands leaving after the season’s 
work is over. They secure a check from 
the farmer for wages, then forge his 
name, generally for a small amount, and 
leave the vicinity before the forgery is 
discovered. One farm employee using 
the name of JIM DOLAND (3436) de- 
frauded a garageman in Monango, N. 
Dak., whom he induced to cash his check 
drawn on the First National Bank of 
Huron, N. Dak., which is a non-existent 
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institution. Doland is about 40 years of 
age, 5 feet 9 inches tall, weighing 180 
pounds; has brown hair, blue eyes, ruddy 
complexion, and when last seen was 
dressed in laborer’s clothes. 


MARY L. DUNN (3487), who appears 
to be 43 to 45 years of age, 5 feet 6 or 
7 inches tall, weighing 170 pounds, 
dressed in mourning, opened an account 
with a Duluth, Minn., bank by deposit- 
ing a $2,500 check drawn on the Fletcher 
Savings and Trust Company of Indian- 
apolis, Ind. The general appearance of 
this woman inspired confidence, and in 
her talk she mentioned that her daughter 
was to arrive from Indianapolis in a 
few days. The check on the Indianapolis 
bank was subsequently returned “No 
Account.” An increasing number of 
women operators of this type are being 
called to our attention, and they are gen- 
erally successful due to the fact that 
their apparent respectability induces the 
banker with whom they come in contact 
to extend a little more accommodation to 
them than ordinarily would be the case. 
The only protection the banker has is to 
work on the assumption that all strang- 
ers, men or women, may be potential 
crooks until they absolutely prove them- 
selves otherwise. 


GEORGE W. DRAPER (3488) de- 
frauded a bank in Benton, Kans., 
through disposing of an automobile on 
which the bank held a chattel mortgage. 
He was last reported in Pampa, Texas. 
A warrant is in existence in Benton, 
Kans., but no description is available at 
this time. 


J. W. FRANKLIN (34389), alias H. W. 
Statler, opened an account with the Ma- 
rine Trust Company of Buffalo with a 
draft drawn on a Wheeling, W. Va., 
bank. The Buffalo bank issued a check 
book and subsequently the draft with 
which the account was opened, was re- 
turned “No Account.” Since that time, 
checks have come through from Ohio, 
Indiana, Kentucky, West Virginia and 
Pennsylvania signed by either of the 
names given above. The operator is 
about 35 years of age, 6 feet tall, weigh- 
ing 180 pounds; smooth shaven, good 
appearance. The attention of member 
banks is again called to the danger of 
issuing check books or passbooks to new 
customers until full returns have been 
received on their deposits. 


WOMAN operator using the name 

WANDA C. HUDSON (38440), who 
is 40 years of age, 5 feet 3 inches tall, 
weighing 145 to 150 pounds, inclined to 
be stout, with either gray or light brown 
bobbed hair and light complexion, opened 
an account at a Pasadena bank with a 
check drawn on a Los Angeles bank 
ostensibly signed by Asa G. Keyes, Dis- 
trict Attorney of Los Angeles. The 
signature was an excellent forgery and 
indorsement on the back stated the check 
was in part payment of a home which 
Mr. Keyes was buying. The operator 
was allowed to withdraw $430 against 


this deposit and later attempted to se- 
cure an additional $1,300, but succeeded 
fin getting only $25 more. In the event 
this woman should come to your atten- 
tion, it is requested that the nearest 
office of our agents be immediately noti- 
fied. A reproduction of her handwriting 
appears below. 


PERRY KAPLAN (38441), alias John 
P. Williams, alias Walter J. Kline, has 
been operating at points adjacent to 
Newark, N. J., with checks drawn on the 
printed form of the Merchants and 
Newark Trust Company, Newark, N. J., 
with the name Fred Kilgus, Inc., Build- 
ing Contractors, printed across the left 
end of the check. The checks were 
signed Fred Kilgus, made out on a type- 
writer, bore a bogus certification stamp, 
and in the lower left hand corner is 
printed the words “Pay Check.” No 
physical description of the operator is 
available at this time, but we are repro- 
ducing herewith a specimen of his hand- 
writing. 


JOHN A. KLUG (3442) was employed 
as a cook by the Crystal Cafe, Inc., 
Keene, N. H., but left taking with him 
several blank checks of his employers, 
who carried an account with the Keene 
National Bank. Several of these checks 
with forged signatures have since come 
through from New York City, Cleveland 
and the last one from Detroit, Michigan. 
A warrant is on file with the police of 
Keene, N. H., for Klug, who is about 48 
years of age, stocky built; has ruddy 
complexion, wore glasses and is of Ger- 
man descent. 


A using the name CATHER- 
INE B. LAWRENCE (3443), alias 
Bertha Lawrence, alias Louise N. Craw- 
ford, has attempted three times during 
the past month to negotiate forgeries 
over the counters at different New York 


banks. In the three cases so far re- 
ported, she became nervous when the 
teller left the cage to check the signa- 
ture and departed from the bank with- 
out securing any funds. ,The forgery 
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of the signature in all cases is excel. 
lently executed, but the persons whose 
names were forged, use regular printed 
checks, while on the fraudulent checks 
the names and business addresses were 
printed with pen and ink, and this js 
the only thing that excited any suspicion 
in the minds of the tellers. It is our 
opinion that this woman is a recruit 
with a gang of forgers, as indicated by 
her apparent lack of nerve in waiting 
for her money. However, she will soon 
develop confidence, and unless quickly 
apprehended may prove a very danger- 
ous operator. She is about 35 years of 
age, 5 feet 8 inches tall, medium stout; 
has blond hair, probably bleached, and 
uses plenty of make-up; appears to be 
of either Jewish or German origin. 


Greek Bogus Check 


Passer 


ETER LUKOKUS (2786), alias 

Peter A. Pemulos, alias James Pap- 
pas, alias Ambrose Pepos, regarding 
whom warning articles appeared on 
page 7 of the June, 1928, and page 8 
of the June, 1927, Protective Sections, 
recently attempted to defraud a bank in 
St. Clair, Mich., with a check drawn on 
the Citizens National Bank of Xenia, 
Ohio. When in St. Clair, the operator 
used the name Pete Stefans and repre- 
sented that he was buying a local con- 
fectionery store. The check which he 
deposited in the Michigan bank was re- 
turned “No Account,” but due to the 
carefulness of the bank, no loss was suf- 
fered. Stefans is about 40 years of age, 
5 feet 11 inches tall, weighing about 
160 pounds, very dark complexioned, a 
very slovenly dresser and is reported to 
be traveling in a Nash 2-door sedan with 
Ohio license No. 636931. A specimen of 
his handwriting is reproduced. He is 
believed to be the same as Andrew Me- 
kaloos (3360), who has been reported 
negotiating bogus checks in Easton, Pa., 
since Lukokus operated in Michigan. 
Therefore, members’ throughout the 
country should be on the alert for his 
appearance. 


A. J. MEYERS, JR. (3445), is re- 
ported from the vicinity of Ferriday, 
La., as having been successful in vic- 
timizing a service station proprietor by 
means of a bogus check printed on green 
safety paper. Across the top center ap- 
pears “Little Rock, Ark.,” and the date 
line. On the upper right corner is the 
number and in the center of check, the 
name “A. J. Meyers & Son, Contrac- 
tors.” In the lower left corner is “Pay- 
roll check, First National Bank,” under 
which the word “Certified” has been put 
on with a red rubber stamp. The check 
in question is made out for $20, the nu- 
merals and the word twenty also having 
been put on with a rubber stamp. Meyers 
is about 35 years of age, 5 feet 7 inches 
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tall, and was accompanied by a woman 
presumed to be his wife, who is 25 years 
of age and dark complexioned. They 
were driving a Buick roadster with Ar- 
kansas license No. 6513. Authorities of 
Little Rock state this license was stolen 
from a citizen of North Little Rock. 
The operator’s signature is reproduced 


below. 


UWS (008 


J. F. MARTIN, JR. (3444), is circu- 
lating worthless checks among retail 
merchants in Cincinnati, Cleveland, 
Louisville and New York, purporting to 
be drawn on the Farmers National Bank 
of Danville, Ky., in amounts varying up 
to $150. Martin claims to be settling 
his father’s estate, buying merchandise 
for himself and his mother. Apparently 
has the pleasing personality of most 
forgers and presents himself as being a 
Mason of high standing. Members are 
warned to watch for him as he seems to 
be operating rather extensively. He is 
about 30 years of age, 5 feet 8 or 9 
inches tall, weighs 165 pounds; has dark 
ruddy complexion; spoke with Southern 
accent; wore camel hair coat and soft 
hat. 


KAI MIKKELSON (8446) ingrati- 
ated himself into the confidence of a 
citizen of Passaic, N. J., saying he had 
been employed in the air craft business 
and was being transferred from Phila- 
delphia to Passaic. He induced his new 
acquaintance to introduce him at a local 
bank where he presented a passbook on 
the Philadelphia National Bank show- 
ing a deposit of $3,250. He drew a draft 
to the order of the Passaic bank for 
this amount for the purpose of opening 
an account, and then attempted to cash 
a $72 check drawn on the Republic 
Trust Company of Philadelphia, which 
he claimed was a payroll check. The 
Passaic bank wisely refused to honor the 
check, but he succeeded in getting a 
depositor of the bank to indorse it, then 
secured the cash. Both the draft and 
check were later returned “No Account.” 
Mikkelson is 35 years of age, 5 feet 9 
inches tall, weighing 150 pounds; of slim 
build; has sallow complexion, dark hair, 
dark eyes, high cheek bones, and smooth 
shaven, and is said to look like a native 
of India. 


Bogus Certificates of 
Deposits 


| ae information recently received, it 
is believed that LON S. MIX (2274), 
regarding whom numerous warnings 
have been carried in previous issues of 
this section, the last on page 7 of the 
August, 1928 issue, is about to resume 
his fraudulent operations by the use of 
a scheme a little different from that 


previously used. Heretofore, he has 
been using bogus travellers’ checks pur- 
porting to have been issued by the Grain 
Exchange Bank of the City of New 
York, a non-existent institution. We are 
now informed that a garage owner in 
Anderson, Ind., picked up the form re- 
produced herewith, which had fallen 
from a car just repaired by him. This 
appears to be a blank certificate of deposit 
of the Knickerbocker Trust Company of 
New York City. As the garage owner’s 
suspicions were aroused he turned the 
form over to his local bank who in turn 
sent it through to the New York bank 
with which the old Knickerbocker Trust 
Company merged in 1912. The name 
which the operator used when in Ander- 
son, Ind., was M. J. Mark, but no de- 
scription was furnished. 


Rents Apartments 


W D. OLMSTED (3452) is reported 
* from St. Petersburg, Fla., as hav- 
ing defrauded several real estate agents 
and property owners by negotiating 
with them for the rental of an apart- 
ment or a cottage. After the terms were 
agreed upon he presented a bogus check 
for a greater amount than the first 
month’s rent and secured the balance 
in cash. The checks used by Olmsted 
appear to be issued by the West Invest- 
ment Company and are drawn on the 
Bank of America, New York City. The 
operator is about 55 years of age, 5 
feet 7 or 8 inches tall, weighing 135 
pounds; has dark brown eyes, gray hair, 
bald on top; very neat dresser; pleasant 
personality and is a smooth talker. 


FRANK PARKER (3458), an opera- 
tor who specializes in bogus travelers’ 
checks, one of which was reproduced on 
page 5 of the September, 1927, Protec- 
tive Section, is again active, as indicated 
by reports from different points in Mis- 
souri. He is using the same form of 
check as reproduced in a previous is- 
sue, substituting different names of 
banks and payees. The work on the 
check is not good enough to justify a 
careful bank suffering any loss, as the 
numerals indicating the amounts which 
appear within a wreath at the upper 
left and right hand corners are inserted 
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with a rubber stamp in red ink and the 
name of the bank in the lower left hand 
corner is also placed there by means of 
a rubber stamp. In the body of the 
checks now being used appears “Pay to 
purchaser of of this cheque,” the word 
“of” appearing twice. The most recent 
names of banks which this operator is 
using are the Union Bank & Trust Com- 
pany of Clovis, Cal., A. Amiens, Cashier 
(on this stamp the word “Company,” is 
omitted), and the National Bank & 
Trust Company, Lexington, Mo., C. C. 
Crane, Cashier. The names of the payees 
are F. Sims and I. G. Owens. Neither 
of the above named banks are in ex- 
istence. 


Stole Printed Check 
Books 


ON Oct. 6 burglars entered the of- 
fice of the Buffalo Commercial Body 
Company, Inc., Buffalo, N. Y., and 
among other things stole printed check 
books of the company, containing about 
3,000 checks and an F. & E. check pro- 
tector serial No. 1001301, which con- 
tains a small die to imprint the name 
of the company when used. Since that 
time numerous checks purporting to be 
for salary have come through to the 
Marine Trust Company, all of them 
signed Jacob H. Happ, Treasurer. Mr. 
Happ is the Treasurer of the company, 
but is not the person who signs the pay- 
roll checks. So far only storekeepers 
and individuals in the vicinity of Buf- 
falo have been defrauded, but as the 
Buffalo Commercial Body Company is 
a well rated concern, it is very likely 
that some of the blank checks will be 
disposed of to other crooks and that 
they will make their appearance in dif- 
ferent parts of the country. The names 
of the payees on the checks which have 
so far appeared are: GEORGE MYERS 
(3449), JOHN M. DOYLE (3450), and 
FRANK BROOKS (3451). Member 
banks receiving questionable checks of 
this company should at once communi- 
cate with the Marine Trust Company, 
Buffalo, N. Y., describing the check so 
that if it is a forgery prompt action 
may be taken to locate and apprehend 
the operator. 


of fraudulent certificate believed to be new scheme of Lon S. Miz 


7 
e 
is 
n 
it 
y 
g 
n 
y 
yf 
d 
| 
g 
n 
8 
n 
n 
e 
e 
t 
0 
f 
S 
] 
@i KNICKERBOCKER TRUST Jo. 
{ 
for, 


AMERICAN BANKERS ASSOCIATION JOURNAL 


WILLIAM COOL PRUYN (3453) de- 
frauded several banks in the vicinity of 
St. Louis, Mo., which cashed checks 
signed by him and drawn on the Colum- 
bia National Bank of Kansas City, Mo. 
Pruyn was at one time employed as 
district manager for a Birmingham, 
Ala., concern which manufactures and 
sells bank equipment, and through this 
connection he gained entry to the va- 
rious banks which he later defrauded. 
No description or further information is 
available at this time, but should any 
bank reading this warning have infor- 
mation which would further assist in 
causing the apprehension of the oper- 
ator, they should communicate with the 
nearest office of our agents. 


E. M. RAY (3454), alias Alton Her- 
ring, alias J. W. Wilson, etc., is travel- 
ing through the southern states paying 
his expenses through his ability to con- 
vince bankers and others that bogus 
cashiers’ checks which he presents for 
payment, are genuine. The checks are 
rather crude and plainly printed affairs, 
being on white ordinary paper with a 
black double line border. The number 
is inserted with a red ink stamp on the 
upper right corner, the date line ap- 
pears in the usual place and so far the 
operator has drawn on the Citizens 
Bank and Trust Company, Philadelphia, 
Pa., or the Cleveland Banking Com- 
pany, Cleveland, Ohio, both non-existent 
institutions. The name of the payee and 
the figures for the amount are inserted 
by a typewriter and the amount written 
in with a protectograph. In the lower 
left corner appears the words “Cashier’s 
Check” and under the signature line is 
printed “Cashier.” The checks so far 
presented bear a signature under which 
the person signing the check has written 
“Asst. C.” The most recent report on 
this operator placed him in Baker, Fla., 
and earlier reports showed him in Bir- 
mingham and Tuskegee, Ala. Ray is 
about 40 years of age, 5 feet tall, weigh- 
ing 130 pounds; has red hair, and is 
traveling in a Ford touring car with 
an Atlanta Ga., license. One of the 
persons he defrauded states he repre- 
sented himself to be employed by the 
Oldfield Tire Company. 


HE Ohio Bankers’ Association has 

requested that we broadcast a warn- 
ing regarding an operator who used the 
name FRANK M. RYAN (38455), alias 
Charles M. Anderson, alias Frank M. 
Boyle, alias Charles M. Miller, who is 
drawing bogus checks on the Hunting- 
ton National, Commercial National and 
other Columbus, Ohio, banks. All checks 
so far presented have been for the 
amount of $45 and the operator is 35 
or 40 years of age, 5 feet 7 or 8 inches 
tall, weighing 170 pounds; has light 
complexion, round smooth face, and has 
been wearing a light soft hat and top- 
coat. In the event he is located, the 


Ohio Bankers’ Association requests that 
he be arrested and held and their Pro- 
tective Department, Columbus, Ohio, no- 
tified. 


BOGUS ashier’s check operator 

using the name R. W. STERLING 
(3456) has defrauded merchants and 
others in Kansas City and vicinity. He 
generally makes a small purchase and 
presents in payment what purports to 
be a cashier’s check of the Farmers 
National Bank, Topeka, Kans., made 
payable to his own order and signed 
Hugh A. Smith, cashier. This is the 
correct name of the cashier of the To- 
peka bank, but not his signature. This 
operator’s writing is reproduced below. 
He is 30 years of age, 5 feet 6 inches 
tall, slender build; has light complexion, 
dark hair and eyes, scar over one eye; 
talks with southern accent, and presents 
a very good appearance. 


WILLIAM STEWART (8342), whose 
first raised check transaction is de- 
scribed on page 2 of the September, 
1928, Protective Section, is continuing 
his activities against California banks. 
Using a passbook issued by the Bank 
of Italy, numbered 20734 as a means of 
identification, he opens an account with 
a worthless check and then attempts to 
get an $8 item O.K.’d by an officer of 
the bank. If successful he merely adds 
a “y” to the word “eight,” and a naught 
to the figure “8,” and in this way-suc- 
ceeds in defrauding the bank of $80. 


J 


November, 1998 


This operator is about 18 to 20 years of 


age, 5 feet 7 inches tall, weighing 139 
to 135 pounds; has slender build, fair 
complexion, blue eyes and brown hair: 
dresses neatly, and claims to be a stu. 
dent. We are reproducing a specimen 
of this operator’s handwriting, and 
again caution banks not to permit 0.Kq 
checks to get out of the possession of 
bank employees. 


Stolen Liberty Bond 
Coupons 


HE Police Department of Chicago, 

Ill., has forwarded a circular issued 
by the El Paso, Texas, Police Depart- 
ment, in which they advise that coupons 
have been stolen from the following third 
and fourth liberty loan bonds: 


Third Liberty Loan Bonds 


Coupon No. Amount 


$5,000.00 


1,000.00 
Fourth Liberty Loan Bonds 


B02309842 
K01454910 
B04573572 
K05414220 
A05411091 
J 00126099 
A00157221 
A00551141 
H01027178 
B00183862 
E01111875 


All coupons of the third issue were due 
and payable on September 15, 1928, 
Some of the coupons of the fourth loan 
are also due and payable, and others 
are due on October 15, 1928. Should 
any of these coupons be presented to 
your bank for redemption, the local po- 
lice should be notified and advised to 
communicate with the police at El Paso. 


HE detailed record of arrests and 

dispositions usually presented upon 
this page is omitted due to lack of space, 
but the figures are taken into account in 
the following table: 


Statistics of the Protective Department 


Arrests 


Dispositions 


Awaiting 
Trial |Reported|Reported 

Sept. 1, | Since in 
1928 | Sept. 1, | October 
1928 1928 


Forgers........ 16 14 


Total 
Fugitives|Awaiting 
Trial 


Dis- 
charged |Escaped, 
or Ac- | Insane | 
quitted | or Dead | 


8 


Burglars 


0 


0 


8 


824,566 ..........+- 1,000.00 
824,567 ............ 1,000.00 
> 824,568 ............ 1,000.00 
@ 
1,000.00 
1,000.00 
| 
Total | Con- 
victed { 
_ 30 21 | 5 | 
: 23 0 0 | 0 0 | 0 | 2 
Holdups.......} 127 15 5 | 20 | | 1 | 1909 
Total.....} 249 31 | 50 | 37 | | 6 | 248 


